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REDUCING  THE  COST  OF  PENTAGON  TRAVEL 

PROCESSING 


TUESDAY,  MARCH  28,  1995, 

U.S.  Senate, 
Subcommittee  on  Oversight  of  Government 
Management,  and  the  District  of  Columbia, 

Committee  on  Governmental  Affairs, 

Washington,  DC. 

The  Subcommittee  met,  pursuant  to  notice,  at  9:31  a.m.,  in  room 
SD-342,  Dirksen  Senate  Office  Building,  Hon.  William  S.  Cohen, 
Chairman  of  the  Subcommittee,  presiding. 

Present:  Senators  Cohen,  Levin  and  Grassley. 

Staff  present:  Kim  Corthell,  Staff  Director;  Paul  Brubaker,  Dep- 
uty Staff  Director;  William  Greenwalt,  Chief  Investigator;  Frankie 
de  Vergie,  Chief  Clerk;  Chris  Condon  and  Marty  Grenn,  Majority 
Legislative  Fellows;  and  Scott  Parr,  Minority  Legislative  Fellow. 

OPENING  STATEMENT  OF  SENATOR  COHEN 

Senator  COHEN.  Good  morning,  ladies  and  gentlemen. 

Travel  is  something  that  most  Americans  are  quite  familiar  with. 
Whether  it  is  related  to  our  jobs  or  for  pleasure,  we  spend  billions 
of  dollars  each  year  on  travel. 

It  is  estimated,  in  fact,  that  this  year  the  Federal  Government 
alone  will  spend  almost  $7  billion  on  airline  tickets,  rental  cars,  ho- 
tels, and  other  direct  travel  expenses.  While  that  $7  billion  is  an 
impressive  figure,  what  is  often  overlooked  by  Government  man- 
agers is  the  additional  cost  associated  with  approving  and  process- 
ing travel  expenses.  Private  sector  managers,  on  the  other  hand, 
take  considerable  steps  to  identify  and  reduce  these  indirect  costs. 

In  a  highly  competitive  business  environment,  corporate  America 
recognizes  the  need  to  reduce  overhead  costs  in  order  to  stay  both 
profitable  and  competitive  because  its  very  survival  depends  on  re- 
ducing those  controllable  costs.  The  lack  of  incentives  to  reduce 
such  costs  in  Government  is  one  reason  why  we  see  the  Govern- 
ment making  decisions  that  any  business  person  with  an  ounce  of 
common  sense  would  not  even  consider. 

In  recent  years,  the  public's  anger  and  cynicism  about  Govern- 
ment has  grown  rapidly  in  light  of  continued  examples  of  Govern- 
ment waste  and  abuse.  Whether  it  is  constructing  new  Government 
office  buildings  in  an  area  where  there  is  already  a  glut  of  commer- 
cial buildings  available,  spending  billions  of  dollars  on  operating 
old,  inefficient  computers,  or  spending  $600  for  toilet  seats  or  ham- 
Tiers  or  coffee  pots,  the  litany  of  Government  folly  continues  to  fuel 
this  public  discontent. 

(1) 


I  would  like  to  say  that  from  my  experience  the  most  egregious 
examples  of  waste  are  not  the  result  of  any  ill  motive  or  evil  intent 
but,  instead,  result  from  the  unintended  consequences  of  rigid  rules 
and  archaic  procedures. 

Although  over  the  years  many  Government  rules  and  procedures 
have  evolved  for  some  valid  and  specific  reasons,  they  collectively 
stifle  common  sense  and  preclude  efficiency.  It  is  becoming  increas- 
ingly clear  that  efforts  to  comply  with  the  tens  of  thousands  of 
pages  of  rules  and  regulations  have  in  and  of  themselves  become 
a  major  function  of  Government.  Too  often  it  seems  that  we  are 
creating  a  system  where  compliance  with  the  rules  has  become 
more  important  than  achieving  the  agency's  mission. 

As  the  author  of  the  book  "The  Death  of  Common  Sense"  has 
pointed  out,  "the  actual  goals  of  Government  are  treated  like  a  dis- 
tant vision,  displaced  by  an  almost  religious  preoccupation  with 
procedural  conformity." 

It  is  precisely  this  "preoccupation  with  procedural  conformity" 
that  drives  the  decisions  in  Government  that  generate  so  much  re- 
sentment and  anger  among  the  American  people.  It  is  the  over-em- 
phasis on  procedural  conformity  in  the  Pentagon's  travel  system 
that  the  Subcommittee  is  going  to  examine  today. 

When  we  contrast  the  private  sector  travel  rules  with  those  of 
the  Federal  Government,  I  think  the  problems  are  quite  obvious. 
The  Pentagon,  by  way  of  example,  has  more  than  1,300  pages  of 
regulations  that  govern  travel.  Those  are  the  books  that  are 
stacked  over  here  to  my  left.  The  private  companies  reviewed  by 
GAG  have  travel  guidelines  of  less  than  15  pages.  So  if  we  were 
to  take  this  document  here  and  stack  it  against  the  Federal  Gov- 
ernment's travel  regulations,  you  can  see  the  enormity  of  the  dis- 
parity. You  can  see  the  nature  of  the  problem  that  is  characterized 
by  these  charts  that  are  on  the  walls  over  here  that  I  will  refer  to 
in  a  moment. 

From  the  start  to  the  finish,  the  Pentagon's  travel  process  can  re- 
quire up  to  47  steps.  If  you  look  at  that  chart  over  here  on  the  very 
left,  47  steps  are  involved.  And  if  you  make  a  mistake  at  certain 
points  along  that  chart,  it  says  stop  and  go  back  to  the  beginning.  ^ 

The  best  practices  of  the  private  industry  involve  less  than  a 
dozen  steps — that  is  the  second  chart  over  there — and  requires  at 
most  just  a  few  days  to  complete. ^  The  Government  travel  process 
involves  weeks,  many  weeks  to  complete. 

In  addition,  the  private  sector  typically  rewards  those  employees 
who  help  reduce  costs.  In  contrast,  if  you  travel  for  the  Pentagon, 
you  may,  in  fact,  be  punished  for  saving  the  Government  money. 
One  of  the  cases  that  came  to  my  attention  involves  one  of  my  con- 
stituents from  Bangor,  Maine,  an  Air  Force  major  from  my  home 
town. 

He  was  stationed  in  South  Korea  when  his  father  had  a  heart 
attack.  He  was  entitled  to  emergency  travel  back  home  to  Bangor. 
Unaware  that  he  was  not  in  compliance  with  the  hurdles  required 
by  the  Pentagon's  travel  regulations,  he  got  a  round-trip  ticket  that 
saved  the  Federal  Government  about  $600.  That  is  $600  less  than 


^See  page  114. 
2  See  page  115. 


what  the  Air  Force  would  have  paid  had  he  gone  through  all  the 
rules  and  regulations.  But  because  the  major,  in  fact,  did  not  go 
through  the  bureaucratic  maze,  the  Air  Force  to  date  has  refused 
to  reimburse  him. 

That  is  what  we  are  talking  about,  this  preoccupation  with  proce- 
dural compliance,  losing  sight  of  an  opportunity  to  save  money.  We 
have  become  so  bound  up  with  the  process  we  have  forgotten  what 
the  goal  was. 

My  interest  in  reforming  the  way  the  Pentagon  manages  travel 
arose  last  year  when  the  Defense  Performance  Review,  the  so- 
called  DPR,  reported  that  the  Pentagon  was  spending  more  money 
to  process  travel  vouchers  than  it  did  on  actual  travel.  At  the  time, 
the  figures  published  by  the  DPR  indicated  that  it  cost  the  Penta- 
gon $2.3  billion  to  process  $2  billion  worth  of  travel.  Those  were 
the  numbers  that  were  given  last  year. 

In  response  to  the  DPR  report,  I  asked  the  GAO  to  review  the 
costs  associated  with  processing  the  Pentagon's  travel  vouchers,  ex- 
amine the  processes  used  by  private  industry,  and  then  determine 
if  the  private  sector  practices  could  be  adopted  by  the  Pentagon  in 
order  to  reduce  DOD's  travel  processing  costs.  Today's  hearing  will 
discuss  the  results  of  the  GAO  review. 

The  GAO  report  ^  released  this  morning  describes  the  Pentagon's 
travel  management  practices  as  well  as  those  of  private  industry. 
Additionally,  it  describes  how  the  practices  of  private  industry  can 
be  applied  to  the  Pentagon  to  administer  its  travel  program,  and 
it  identifies  the  so-called  best  practices  of  private  industry — that  is, 
the  business  practices  which  result  in  the  lowest  indirect  travel 
costs  for  the  industry. 

One  troubling  finding  by  GAO  involves  the  Pentagon's  financial 
systems.  It  seems  that  the  systems  do  not  keep  accurate  or  reliable 
travel  cost  information.  In  short,  it  means  that  we  do  not  know  the 
exact  cost  of  Government  travel  or  how  much  it  costs  to  process. 
While  this  makes  accurate  comparisons  difficult,  GAO,  in  fact,  was 
able  to  estimate  travel  processing  costs.  The  estimates  include  only 
the  expenses  that  GAO  could  specifically  identify  as  indirect  travel 
costs. 

According  to  the  GAO  estimates,  the  Pentagon's  indirect  travel 
costs  add  a  minimum  of  30  percent  to  DOD's  direct  travel  costs.  In- 
direct travel  costs  include  the  personnel  costs  associated  with 
maintaining  the  Pentagon's  more  than  3,000  financing  clerks,  the 
time  required  for  supervisory  approval,  and  the  system  used  to 
record  and  audit  the  actual  travel  costs.  The  GAO  estimate  of  indi- 
rect costs  does  not  include  the  traveler's  time  to  make  travel  ar- 
rangements or  to  complete  the  paperwork.  And  I  think  it  is  worth 
noting  that,  on  average,  it  takes  a  Department  of  Defense  employee 
6  hours  to  complete  travel-related  paperwork.  So  none  of  that  has 
been  factored  into  this  assessment. 

The  GAO  estimate  of  30  percent,  therefore,  is  a  very  conservative 
estimate  of  indirect  costs.  In  contrast,  GAO  estimates  that  the  indi- 
rect costs  in  private  industry  average  about  10  percent  while  those 
applying  best  practices  average  about  6  percent.  In  short,  the  Pen- 


^See  pages  119. 


tagon  is  spending  at  least  five  times  more  to  process  travel  than 
the  most  efficient  companies  in  the  private  sector  are  spending. 

In  fiscal  year  1993,  the  Pentagon  spent  an  estimate  $3.5  billion 
on  business  travel  and,  therefore,  based  on  GAO's  estimate,  more 
than  $1  billion  in  processing  costs.  If  the  Pentagon  were  to  adopt 
the  best  practices  of  industry,  it  could  save  between  $650  million 
to  $840  million  every  year.  That  is  almost  enough  savings  in  1  year 
to  buy  a  new  Aegis  destroyer,  which  is  something  near  and  dear 
to  my  heart,  or  to  pay  for  15  Stealth  fighter  aircraft. 

By  reforming  the  Pentagon's  travel  management,  GAO  estimates 
that  the  potential  savings  would  be  more  than  $4  billion  over  the 
next  5  years.  Furthermore,  if  GAO's  figures  for  the  Pentagon  can 
be  applied  Government-wide,  then  we  can  save  the  taxpayers  more 
than  a  billion  dollars  a  year  simply  by  applying  the  same  business 
principles  used  by  industry  to  all  the  other  Federal  agencies. 

I  am  pleased  to  say  that  a  Pentagon  task  force  has  recognized 
the  need  to  reform  the  current  travel  system  and  has  come  to  the 
same  conclusions  as  the  GAO,  specifically  that  the  Department  of 
Defense  should  adopt  best  business  practices.  Earlier  this  year. 
Deputy  Secretary  Deutch  issued  a  directive  that  the  reforms  should 
be  "accomplished  expeditiously,"  and  he  appointed  Comptroller 
John  Hamre  to  oversee  that  implementation. 

The  primary  purpose  of  today's  hearing  is  twofold.  First  is  to  ob- 
tain a  firm  commitment  from  the  Department  to  implement  best 
practices  and  to  establish  performance  goals  and  timeframes.  Sec- 
ond is  to  identify  the  statutory,  regulatory,  and  internal  cultural 
roadblocks  to  successful  implementation  of  best  practices  by  DOD. 
Based  on  GAO's  review,  current  statutory  requirements  are  not  the 
major  impediments  to  implementing  best  practices.  As  the  GAO  re- 
port notes,  "sustained  commitment  and  oversight  by  the  top  man- 
agement will  be  critical  to  ensure  success."  We  are  looking  forward 
to  hearing  from  John  Hamre  this  morning,  who  will  be  testifying 
on  the  commitment  on  the  part  of  DOD. 

Finally,  we  hope  to  show  how  changing  something  as  routine  as 
how  the  Pentagon  manages  travel  can  save  billions  of  dollars.  It 
highlights  the  need  to  refocus  the  Government's  other  business 
practices  such  as  payroll  and  data  processing  where  we  can  also  re- 
alize significant  savings.  In  the  coming  months,  the  Subcommittee 
is  going  to  encourage  the  Pentagon  and  other  Federal  agencies  to 
search  for  other  ways  to  reform  their  business  practices  and  to 
produce  savings. 

PREPARED  STATEMENT  OF  SENATOR  COHEN 

Travel  is  something  most  Americans  are  familiar  with.  Whether  it  is  related  to 
our  jobs  or  for  pleasure,  we  spend  tens  of  billions  of  dollars  each  year  on  travel. 

It  is  estimated  that  this  year,  the  Federal  Government  alone  will  spend  almost 
$7  billion  on  airline  tickets,  rental  cars,  hotels  and  other  direct  travel  expenses. 
While  that  $7  billion  is  an  impressive  figure,  what  is  often  overlooked  by  govern- 
ment managers  is  the  additional  cost  associated  with  approving  and  processing  trav- 
el expenses.  Private  sector  managers  on  the  other  hand  take  considerable  steps  to 
identify  and  reduce  these  "indirect"  costs. 

In  a  highly  competitive  business  environment,  corporate  America  recognizes  the 
need  to  reduce  overhead  costs  in  order  to  stay  both  profitable  and  competitive.  The 
private  sector,  unlike  government,  knows  that  its  very  survival  depends  on  reducing 
controllable  costs.  The  lack  of  incentives  to  reduce  such  costs  in  government  is  one 
reason  why  Federal  managers  see  the  government  making  decisions  that  any  busi- 
ness person  with  an  ounce  of  common  sense  would  never  consider. 


In  recent  years,  the  public's  anger  and  cynicism  about  government  has  grown  rap- 
idly in  light  of  continued  government  waste  and  largess.  Whether  it  is  constructing 
new  government  office  buildings  in  an  area  where  there  is  already  a  glut  of  commer- 
cial office  space,  spending  billions  of  dollars  to  operating  old  inefficient  computers, 
or  spending  $600  for  a  toilet  seat,  the  litany  of  government  folly  continues  to  fuel 
public  discontent. 

If  we  are  serious  about  restoring  the  public's  confidence  in  the  government's  abil- 
ity to  manage  its  business  affairs,  we  must  first  be  clear  on  where  the  major  prob- 
lems are.  During  my  years  of  serving  on  the  Governmental  Affairs  Committee,  I 
have  observed  that  the  most  egregious  examples  of  waste  are  not  the  result  of  ill 
motive  or  evil  intent,  but  instead  result  from  the  unintended  consequence  of  rigid 
rules  and  archaic  procedures. 

Although  over  the  years,  many  government  rules  and  procedures  have  evolved  for 
some  valid  and  specific  reasons,  they  collectively  stifle  common  sense  and  preclude 
efficiency.  It  is  becoming  increasingly  clear  that  efforts  to  comply  with  the  tens  of 
thousands  of  pages  of  rules  and  regulations  have  in  and  of  themselves  become  a 
major  function  of  government.  Too  often  it  seems  as  though  we  have  created  a  sys- 
tem where  compliance  with  the  rules  has  become  more  important  than  achieving  the 
agency's  mission. 

The  government's  misguided  emphasis  on  rules  rather  than  results  is  highlighted 
in  a  recently  published  book  called  the  "Death  of  Common  Sense"  by  Philip  Howard. 
In  his  book,  Howard  correctly  observes  that,  "the  actual  goals  of  government  are 
treated  like  a  distant  vision,  displaced  by  an  almost  religious  preoccupation  with 
procedural  conformity." 

It  is  precisely  this  "preoccupation  with  procedural  conformity"  that  drives  the  de- 
cisions in  government  that  generate  so  much  resentment  and  anger  among  the 
American  public.  It  is  the  over-emphasis  on  procedural  conformity  in  the  Pentagon's 
travel  system  that  the  Subcommittee  will  focus  on  today. 

When  we  contrast  private  sector  travel  rules  with  those  of  the  Federal  Govern- 
ment, the  problems  are  obvious.  The  Pentagon,  for  example,  has  more  than  1300 
pages  of  regulations  that  govern  travel.  The  private  companies  reviewed  by  GAG 
have  travel  guidelines  of  under  15  pages.  From  start  to  finish,  the  Pentagon's  travel 
process  can  require  up  to  47  steps  (as  illustrated  by  the  chart  on  the  wall)  and  many 
weeks  to  complete.  The  best  practices  of  private  industry  involve  less  than  a  dozen 
steps  (as  the  other  chart  illustrates)  and  require,  at  most,  a  few  days. 

In  addition,  the  private  sector  typically  rewards  those  employees  who  help  reduce 
costs.  In  contrast,  if  you  travel  for  the  Pentagon,  you  may  indeed  be  punished  for 
saving  the  government  money.  That  is  precisely  what  happened  to  one  of  my  con- 
stituents, an  Air  Force  major  from  my  home  town  of  Bangor. 

The  major  was  stationed  in  South  Korea  when  his  father  had  a  heart  attack  and 
was  entitled  to  emergency  travel  home  to  Bangor.  Unaware  that  he  was  not  in  com- 
pliance with  all  the  hurdles  required  by  the  Pentagon's  travel  regulations,  he  was 
able  to  get  roundtrip  airfare  for  about  $600  less  than  what  the  Air  Force  would  have 
paid.  He  saved  the  government  money  but,  because  the  major  did  not  go  through 
the  required  bureaucratic  maze,  the  Air  Force  to  date  has  refused  to  reimburse  him. 

My  interest  in  reforming  the  way  the  Pentagon  manages  travel  arose  last  year 
when  the  Defense  Performance  Review  (DPR)  reported  that  the  Pentagon  was 
spending  more  money  to  process  travel  vouchers  than  it  did  on  actual  travel.  At  that 
time,  the  figures  published  by  the  DPR  indicated  that  it  cost  the  Pentagon  $2.3  bil- 
lion to  process  $2  billion  worth  of  travel. 

In  response  to  the  DPR  report,  I  asked  the  General  Accounting  Office  (GAO)  to 
review  the  costs  associated  with  processing  the  Pentagon's  travel  vouchers;  examine 
the  processes  used  by  private  industry;  and  determine  if  private  sector  practices 
could  be  adopted  by  the  Pentagon  in  order  to  reduce  DOD's  travel  processing  costs. 
Today's  hearing  will  discuss  the  results  of  GAO's  review. 

The  GAO  report  being  released  this  morning  describes  the  Pentagon's  travel  man- 
agement practices  as  well  as  private  industry's.  Additionally,  it  describes  how  the 
practices  of  private  industry  can  be  applied  by  the  Pentagon  to  administer  its  travel 
program.  GAO  also  identifies  the  so-called  "best-practices"  of  private  industry — that 
is  those  business  practices  which  result  in  the  lowest  indirect  travel  costs  for  indus- 
try. 

One  troubling  finding  by  GAO  involves  the  Pentagon's  financial  systems.  It  seems 
that  the  systems  do  not  keep  accurate  or  reliable  travel  cost  information.  In  short, 
this  means  that  we  do  not  know  the  exact  cost  of  government  travel  or  how  much 
it  costs  to  process.  While  this  makes  accurate  comparisons  difficult,  GAO  was  in  fact 
able  to  estimate  travel  processing  costs.  The  estimates  include  only  the  expenses 
that  GAO  could  specifically  identify  as  indirect  travel  costs. 


According  to  GAO  estimates,  the  Pentagon's  indirect  travel  costs  add  a  minimum 
of  30  percent  to  DOD's  direct  travel  costs.  Indirect  travel  costs  include  the  personnel 
costs  associated  with  maintaining  the  Pentagon's  more  than  3000  financing  clerks, 
the  time  required  for  supervisory  approval,  and  the  system  used  to  record  and  audit 
actual  travel  costs.  The  GAO  estimate  of  indirect  costs  does  not  include  the  travel- 
er's time  to  make  travel  arrangements  or  complete  the  paperwork  required.  It  is 
worth  noting  that,  on  average,  it  takes  a  Defense  Department  employee  6  hours  to 
complete  travel-related  paperwork. 

The  GAO  estimate  of  30  percent  is,  therefore,  a  conservative  estimate  of  indirect 
costs.  In  contrast,  GAO  estimates  that  indirect  costs  in  private  industry  average  10 
percent  while  those  applying  "best  practices"  average  6  percent.  In  short,  the  Penta- 
gon is  spending  at  least  five  times  more  to  process  travel  than  the  most  efficient 
companies  in  the  private  sector  are  spending. 

In  fiscal  year  1993,  the  Pentagon  spent  an  estimated  $3.5  billion  on  business  trav- 
el and,  therefore,  based  on  GAO's  estimate,  more  than  $1  billion  in  processing  costs. 
If  the  Pentagon  were  to  adopt  the  best  practices  of  industry,  it  could  save  between 
$650  million  to  $840  million  a  year.  That  is  almost  enough  savings  in  1  year  to  buy 
a  new  Aegis  destroyer  or  to  pay  for  15  Stealth  fighters. 

By  reforming  the  Pentagon's  travel  management,  GAO  estimates  the  potential 
savings  to  be  more  than  $4  billion  over  the  next  5  years.  Furthermore,  if  GAO's  fig- 
ures for  the  Pentagon  can  be  applied  government-wide,  then  we  can  save  the  tax- 
payers more  than  a  billion  dollars  a  year  simply  by  applying  the  same  business 
principles  used  by  industry  to  other  Federal  agencies. 

I  am  pleased  that  a  Pentagon  task  force  has  recognized  the  need  to  reform  the 
current  travel  system  and  came  to  the  same  conclusions  as  the  GAO,  specifically 
that  the  Defense  Department  should  adopt  "best  business  practices."  Earlier  this 
year,  Deputy  Secretary  Deutch  issued  a  directive  that  the  reforms  should  be  "accom- 
plished expeditiously"  and  he  appointed  Comptroller  John  Hamre  to  oversee  imple- 
mentation. 

The  primary  purpose  of  today's  hearing  is  twofold.  First  is  to  obtain  a  firm  com- 
mitment from  the  Department  to  implement  best  practices  and  establish  perform- 
ance goals  and  timeframes.  Second  is  to  identify  the  statutory,  regulatory  and  inter- 
nal cultural  roadblocks  to  successful  implementation  of  best  practices  at  DOD. 
Based  on  GAO's  review,  current  statutory  requirements  are  not  the  major  impedi- 
ment to  implementing  best  practices.  As  the  GAO  report  notes,  "sustained  commit- 
ment and  oversight  by  top  management  will  be  critical  to  ensure  success."  look  for- 
ward to  discussing  this  matter  with  DOD  Comptroller  John  Hamre  who  will  be  tes- 
tifying this  morning. 

Finally,  this  hearing  will  show  how  changing  something  as  routine  as  how  the 
Pentagon  manages  travel  can  save  billions  of  dollars.  It  highlights  the  need  to  focus 
on  the  government's  other  business  practices  such  as  payroll  and  data  processing 
where  we  can  also  realize  significant  savings.  In  the  coming  months,  I  will  continue 
to  encourage  the  Pentagon  and  other  Federal  agencies  to  search  for  other  ways  to 
reform  their  business  practices  and  produce  savings. 

Senator  CoHEN.  That  completes  the  opening  statement  to  give 
you  an  overview  of  what  the  Subcommittee  hopes  to  explore  this 
morning  and  in  future  hearings.  Now  we  will  proceed  to  the  intro- 
duction of  Panel  1. 

Our  first  witness  this  morning  is  Jack  Brock,  who  is  the  Director 
of  Information  Resource  Management  for  the  National  Security  and 
International  Affairs  Group,  who  is  accompanied  by  Carol 
Langelier. 

Mr.  Brock,  Ms.  Langelier? 


STATEMENT  OF  JACK  L.  BROCK,i  DIRECTOR,  INFORMATION 
RESOURCE  MANAGEMENT,  NATIONAL  SECURITY  AND 
INTERNATIONAL  AFFAIRS  GROUP,  ACCOUNTING  AND  IN- 
FORMATION MANAGEMENT  DIVISION,  U.S.  GENERAL  AC- 
COUNTING OFFICE,  ACCOMPANIED  BY  CAROL  LANGELIER, 
ASSISTANT  DIRECTOR,  INFORMATION  SYSTEMS  METHODS 
AND  SUPPORT 

Mr.  Brock.  Thank  you,  Mr.  Chairman.  You  did  an  outstanding 
job  of  summarizing  our  report,  so  in  turn,  I  will,  with  your  permis- 
sion, just  summarize  my  statement  and  ask  that  the  full  statement 
be  included  in  the  record. 

Senator  COHEN.  It  will  be  included  in  full. 

Mr.  Brock.  Thank  you. 

I  am  very  pleased  to  be  here  today  to  be  able  to  discuss  some 
very  real  opportunities  for  improving  DOD's  administrative  travel 
processes  for  temporary  duty  travel,  TDY. 

Travel  in  DOD,  as  you  pointed  out  in  your  opening  statement,  is 
big  business.  They  spend  over  $3.5  billion  a  year  on  direct  travel. 
They  process  over  8  million  travel  vouchers  a  year.  It  is  by  far  the 
largest  travel  organization  by  an  enormous  factor  of  any  agency  in 
the  Government. 

However,  processing  that  travel,  again,  as  you  pointed  out,  is  ex- 
pensive and  it  is  cumbersome.  You  have  a  chart  on  the  wall  there, 
and  we  have  more  or  less  duplicated  that  chart.  It  took  us  three 
pages  to  duplicate  it  in  the  back  of  our  testimony.  It  outlines  the 
DOD  travel  process.  I  want  to  State  that  this  is  a  characterization 
of  that  travel  process.  There  is  no  standard  process  in  DOD.  It  is 
almost  like  a  snowflake.  They  are  very  similar,  but  they  are  not 
identical. 

There  are  approximately  28  steps  involved  for  the  traveler  to  go 
through  in  terms  of  just  getting  the  tickets  and  preparing  to  leave 
for  the  trip,  getting  approval,  and  there  are  another  22  steps,  typi- 
cally, in  getting  the  voucher  approved  and  finally  getting  payment 
for  the  trip.  So  it  is  very  cumbersome. 

You  pointed  out  1,300  pages  of  regulation.  That  includes  both  the 
civilian  and  the  military  travel  regulations.  I  suspect  that  very  few 
people  really  understand  those  regulations.  As  a  result,  there  is  an 
incredible  number  of  clerks  and  people  that  have  to  help  process 
these  things  through,  and  it  just  adds  to  the  burden  that  the  agen- 
cy feels. 

So  we  have  a  very  expensive  process;  30  percent  of  that  direct 
travel,  30  percent  of  the  $3.5  billion,  about  $1  billion,  a  little  over 
$1  billion,  is  just  spent  on  administering  the  process.  One  thing 
that  we  haven't  touched  on — and  perhaps  this  is  ultimately  the 
most  critical — it  is  not  service  friendly.  You  are  not  treating  em- 
ployees as  customers.  People  are  not  traveling  because  they  want 
to  travel.  They  are  traveling  to  benefit  the  Government.  And  yet 
they  are  treated  as  less  than  honorable,  as  less  than  honest,  and 
they  are  treated  as  if  their  time  is  a  sunk  cost.  It  doesn't  matter 
how  long  it  takes;  just  do  it. 


1  The  prepared  statement  of  Mr.  Brock  appears  on  page  49. 
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You  mentioned  the  number  of  hours  that  it  takes.  It  can  take  up 
to  6  or  7  hours,  but  that  is  spread  over  a  number  of  days,  typically, 
just  to  get  a  travel  process  or  a  voucher  approved. 

Other  characterizations,  there  are  over  700  processing  centers. 
There  are  probably  dozens  and  dozens  of  different  travel  systems. 
There  are  multiple  travel  agencies.  There  is  no  required  use  of 
mandatory  cards.  It  is,  in  short,  an  extremely  inefficient  process. 
It  doesn't  have  to  be  this  way,  nor  should  it  be  this  way. 

You  asked  us  to  look  at  what  private  industry  was  doing.  As  you 
pointed  out — yes,  it  is  on  the  wall — that  the  industry  average  is 
about  10  percent.  This  is  just  for  the  run-of-the-mill  company.  The 
best-practice  companies  are  running  at  about  6  percent  of  their 
total  direct  travel. 

We  looked  at  two  companies,  General  Electric  and  Allied  Signal, 
that  do  much  better  than  that.  I  want  to  stress  that  for  these  com- 
panies, business  travel  is  very  similar  to  DOD's.  These  are  busi- 
nessmen, businesswomen  that  have  to  go  from  one  place  to  another 
to  carry  out  the  objectives  of  their  company. 

Senator  Cohen.  You  mentioned  GE.  They  are  down  to,  what,  3 
percent? 

Mr.  Brock.  GE  is  3.2  percent,  and  Allied  Signal  is  under  1  per- 
cent. 

Senator  COHEN.  As  I  indicated  before,  this  is  the  document  for 
regulations  for  Allied  Signal. 

Mr.  Brock.  Right.  Unfortunately,  we  don't  have  GE's,  but  it  is 
two  pages. 

Senator  COHEN.  You  have  two  pages  that  produce  at  3  percent. 
You  have  here  about  15  pages  to  get  you  down  to  1  percent. 

Mr.  Brock.  Yes.  [Laughter.] 

Well,  I  don't  know.  If  you  carry  that  too  far,  you  might  say  with 
1,500  or  1,300  pages  you  would  be  down  to  a  minuscule  amount. 

The  way  these  companies  got  down  to  those  very  low  percentages 
is  by  streamlining  the  travel  process.  The  second  chart  that  is  ti- 
tled "Private  Industry  Travel  Processes"  characterizes  what  both 
Allied  and  GE  do.i  They  essentially  empower  the  employee  to  make 
a  determination  for  when  to  travel,  and  there  is  a  high  degree  of 
accountability  placed  on  that  employee.  If  they  are  traveling  in  cor- 
rectly, there  is  a  degree  of  accountability  placed  on  both  the  em- 
ployee and  the  supervisor. 

They  have  mandated  credit  cards.  They  have  reduced  the  num- 
ber of  travel  agencies  to  one  or  two.  They  have  standard  travel  sys- 
tems. They  have  minimum  documentation.  They  do  random  audits. 
They  are  not  spending  dollars  to  catch  dimes  in  terms  of  mistakes. 

As  a  result,  travel  processing  have  become  major  cost  centers 
within  these  two  companies  and  have  significantly  contributed  to 
their  bottom  line.  And  I  think  that  is  the  whole  point  of  this.  You 
want  to  contribute  to  the  bottom  hne.  You  also  want  to  make  it 
easier  for  your  employees  to  carry  out  the  business  of  your  com- 
pany. 

Now,  I  want  to  give  DOD  a  lot  of  credit  right  here.  DOD  recog- 
nizes both  the  problem  that  they  are  facing,  and  they  also  recog- 
nize the  opportunity  they  have.  You  mentioned  the  January  task 


1  See  page  115. 


force  report  which  called  for  DOD  to  adopt  best  practices  or  prac- 
tices which,  if  adopted,  would  closely  mirror  the  best  practices  fol- 
lowed by  GE  and  Allied.  And  I  think  the  Deputy  Secretary  sent  a 
very,  very  clear  message  that  this  will  be  done,  I  expect  this  to  be 
done. 

He  asked  Dr.  Hamre  to  be  accountable  for  making  sure  that  it 
is  done,  and  they  now  have  in  place  a  transition  team  which  is  sup- 
posed to  be  designing  the  process,  conducting  pilot  tests,  developing 
milestones,  et  cetera. 

The  potential  benefits  from  DOD  adopting  best  practices  are  in- 
credible. If  DOD  gets  down  to  15  percent  rather  than  30 — and  this 
is  still  an  inefficient  level — they  could  save  over  half  a  billion  dol- 
lars a  year.  If  they  get  down  to  10  percent,  the  industry  average, 
they  could  save  around  $700  million  a  year.  If  they  could  get  down 
to  the  best-practice  level — and  this  is  achievable — they  could  save 
over  $800  million  a  year.  If  they  could  ever  get  down  to  the  level 
that  Allied  Signal  is  at,  they  could  save  around  a  billion  dollars  a 
year. 

In  addition  to  the  savings,  again,  I  want  to  point  out,  they  are 
making  life  easier  for  their  employees.  They  treat  employees  as 
customers  of  the  process. 

Now,  we  have  been  very  pleased  with  the  progress  that  DOD  has 
made.  We  like  their  plans.  We  like  the  commitment  that  has  been 
made  by  top  management.  However,  implementation  of  this  is 
going  to  be  difficult.  First,  DOD  may  need  waivers.  We  are  not  sure 
yet,  but  they  may  need  some  waivers  from  existing  travel  rules  and 
regulations.  They  will  certainly  need  to  make  major  changes  to 
their  policies.  However,  as  you  pointed  out  in  your  opening  state- 
ment, these  are  not  major  impediments  to  improving  the  process. 

What  will  probably  be  the  primary  problem  within  DOD  is 
changing  the  culture  where  each  service  and  even  branches  within 
each  service  have  their  own  travel  processes,  rules,  and  regulations 
and  typically  have  resisted  opportunities  to  make  significant 
changes  in  standardized  systems  and  processes. 

In  order  for  this  cultural  bias  to  be  overcome,  in  order  to  begin 
to  achieve  these  benefits,  it  is  going  to  take  the  really  continued, 
very  strong  leadership  by  both  the  Deputy  Secretary  and  Dr. 
Hamre.  So  we  are  encouraged,  but  we  are  waiting  to  see  how  the 
implementation  is  actually  carried  out. 

That  concludes  my  summary,  Mr.  Chairman.  I  would  be  very 
pleased  to  answer  any  questions  you  might  have. 

Senator  COHEN.  I  am  going  to  yield  to  Senator  Levin,  but  before 
doing  so,  I  just  want  to  make  one  point. 

These  documents — the  three  documents  here — are  DOD's  travel 
regulations.  These  other  documents  are  all  the  individual  services, 
which  is  supplemental  to  these  documents,  which  is  the  point  that 
you  were  making  before. 

Mr.  Brock.  Yes. 

Senator  Cohen.  This  is  the  core  requirement.  In  addition,  these 
are  the  service  requirements.  As  Senator  Levin  may  recall,  when 
we  first  graduated  from  law  school,  we  used  to  get  law  books  sent 
to  us  virtually  free.  It  was  the  supplements  that  killed  us  because 
that  is  where  they  started  to  charge.  You  had  to  update  it  every 
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6  months  or  every  year,  and  the  supplements  really  would  cost  you 
the  money. 

The  same  thing  here.  We  have  the  core  requirements,  but  you 
have  got  all  of  these  supplements  for  each  service,  which  only  add 
to  the  complexity  of  the  maze  that  is  outlined  on  that  chart  on  the 
wall. 

I  will  ask  you  some  questions  in  a  moment,  Mr.  Brock,  but,  Sen- 
ator Levin,  do  you  have  an  opening  statement? 

OPENING  STATEMENT  OF  SENATOR  LEVIN 

Senator  Levin.  Some  of  us  just  ignored  those  supplements,  by 
the  way.  [Laughter.] 

We  didn't  do  quite  as  well  in  law  school,  but  we  never  quite  could 
figure  out  how  they  worked.  We  usually  were  about  2  years  behind 
in  the  supplement. 

Let  me  just  commend  our  Chairman,  Senator  Cohen,  for  bringing 
us  together  here  this  morning.  There  is  a  heck  of  a  lot  of  money, 
manpower,  and  waste  involved  in  this  issue.  The  bad  news  is  that 
we  are  spending  probably — well,  at  least  five  times  more  than  we 
ought  to.  Good  industry  practices  would  be  about  6  percent,  and  we 
are  spending  about  30  percent,  so  that  is  five  times  more  than  we 
should  be  as  a  percentage  administering  our  travel. 

The  good  news  is,  as  you  pointed  out,  that  the  Defense  Depart- 
ment is  on  the  job,  actively  trying  to  reduce  the  waste  that  is  in- 
volved in  the  current  practices.  And  the  National  Security  Agency, 
I  understand,  has  estimated  that  after  re-engineering  their  travel 
processing  system,  they  are  going  down  from  27  percent  to  7  per- 
cent. 

Mr.  Brock.  That  is  correct. 

Senator  Levin.  Which  is  a  tremendous  reduction.  There  is  no 
reason  why  the  Department  of  Defense  can't  do  the  same  thing.  So 
Senator  Cohen  is  on  a  very  important  subject  here.  It  maybe 
sounds  arcane  and  complicated  and  fully  of  minutiae,  but  as  al- 
ways, he  cuts  through  the  detail,  gets  to  the  point,  and  the  point 
is  that  we  can  save  perhaps  half  a  billion  dollars  a  year,  at  least 
in  manpower,  if  we  will  do  a  decent  job  and  save  significantly  more 
if  we  do  a  great  job. 

It  is  important  that  we  in  the  Congress  modify  whatever  require- 
ments we  impose  that  are  needless.  If  part  of  this  problems  is  legis- 
latively correctable,  then  we  should  get  on  that  job.  My  hunch  is 
that  most  of  it  is  administratively  doable  and  that  we  then  have 
the  oversight  function  to  prod  the  agencies.  It  is  more  than  just 
DOD  because  I  think  your  testimony  points  out  that  they  are  not 
different  from  a  whole  bunch  of  other  agencies  in  this  regard.  So 
we  have  a  job  on  our  hands  both  to  do  the  legislative  correction 
where  necessary,  and  to  prod  DOD  and  the  other  agencies  to  make 
the  changes  that  are  necessary. 

There  is  a  lot  of  money  involved  in  the  excessively  complicated, 
redundant,  duplicative,  and  wasteful  travel  system  that  we  have  in 
the  DOD  that  can  be  saved. 

Again,  I  just  want  to  thank  you,  Mr.  Chairman,  for  your  initia- 
tive. 
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PREPARED  STATEMENT  OF  SENATOR  LEVIN 

Mr.  Chairman,  I  commend  you  for  calling  this  hearing.  The  statistics  are  disheart- 
ening— when  by  the  Pentagon's  own  estimate  we  are  spending  an  additional  30  per- 
cent to  administer  DOD's  direct  travel.  That's  way  out  of  whack,  particularly  com- 
pared with  some  of  the  best  efforts  and  practices  of  the  private  sector.  The  good 
news  is  that  the  Department  wants  this  travel  voucher  system  fixed  as  much  as  we 
do.  The  question  is  how  do  we  get  there  from  here  and  how  quickly  can  we  do  it. 

The  Department  of  Defense  spent  approximately  $3.5  billion  on  temporary  duty 
travel  in  fiscal  year  1993  which  required  the  processing  of  8.2  million  travel  vouch- 
ers. Since  the  Department  estimates  travel  voucher  processing  costs  to  be  at  least 
30  percent  of  the  direct  travel  costs,  that  means  in  fiscal  year  1993  DOD  spent  ap- 
proximately $1  bilhon  on  just  processing.  It  also  means  that  the  average  cost  to  the 
taxpayer  of  processing  one  average  travel  voucher  was  at  least  $120  and  perhaps 
a  lot  more. 

Private  industry  by  contrast  averages  10  percent  of  the  direct  travel  costs  for 
processing  travel  vouchers,  and  considers  6  percent  to  be  the  right  percentage  for 
an  efficient  operation.  One  private  company,  Allied  Signal,  Inc.,  apparently  has 
achieved  processing  costs  that  are  less  than  1  percent  of  the  direct  travel  costs. 
We've  got  a  lot  to  learn. 

GAO's  study  shows  that: 

•  Private  industry's  travel  policies  are  less  than  20  pages  while  the  DOD  travel 
policy  is  over  1,350  pages. 

•  A  private  company  uses  1  travel  processing  center  while  DOD  uses  700  centers,. 

•  Private  industry  performs  random  audits  of  travel  vouchers  while  DOD  per- 
forms 100  percent  review.  That  means  that  in  fiscal  year  1993,  DOD  audited 
8.2  million  travel  vouchers. 

This  is  precisely  why  DOD  needs  to  reengineer  the  travel  management  process. 

The  National  Security  Agency  estimates  that  after  reengineering  their  travel  proc- 
essing system,  its  cost  to  process  a  trip  will  decrease  from  27  percent  to  about  7 
percent  of  the  direct  cost  of  travel.  That's  encouraging  news  because  that's  a  govern- 
ment agency.  If  the  Department  of  Defense  can  make  similar  improvements,  hun- 
dreds of  millions  of  dollars  can  be  saved. 

I  commend  the  Department  for  recognizing  the  potential  savings  that  could  accrue 
from  travel  management  reengineering.  The  Department  established  a  task  force  to 
reengineer  the  travel  process.  The  task  force  has  made  many  recommendations,  and 
I  am  looking  forward  to  the  testimony  of  Dr.  Hamre  on  the  steps  the  Department 
has  taken  to  implement  the  task  force  recommendations. 

Further,  I  am  looking  forward  to  testimony  by  the  other  witnesses  on  industry 
best  practices  and  how  they  can  be  applied  to  the  Department  of  Defense  as  well 
as  other  government  agencies. 

Finally,  I  am  particularly  interested  in  any  legislative  barriers  to  improving  the 
travel  management  process. 

Senator  COHEN.  Thank  you,  Senator  Levin. 

Mr.  Brock,  just  a  couple  of  questions.  I  mentioned  in  my  opening 
statement  that  you  looked  at  the  indirect  travel  costs,  and  you  cal- 
culated it  to  be  about  30  percent.  But,  in  addition,  you  did  not  take 
into  account  the  loss  of  productivity  on  the  part  of  the  travelers 
themselves,  correct? 

Mr.  Brock.  Yes.  The  DOD  travel  task  force  estimated  that  the 
lost  productivity  of  the  traveler  could  be  another  10  to  15  percent 
on  top  of  the  30. 

Senator  CoHEN.  So  we  could  be  looking  at  something  as  high  as 
45  percent  in  administrative  costs. 

Mr.  Brock.  Yes,  that  is  correct. 

Senator  COHEN.  What  about  GAO's  position  on  hard  dollars  ver- 
sus soft  dollars  savings  that  can  be  realized?  There  has  been  some 
disparity  in  the  calculations.  What  are  we  talking  about  in  terms 
of  a  real  hard  dollar  assessment?  You  have  given  some  figures 
ranging  anjovhere  from  $600  million  to  $850  million-plus. 
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Mr.  Brock.  I  think  that  if  DOD  makes  significant  progress  in 
changing  its  travel  processes,  it  would  be  very,  very  easy  to  realize 
a  full  half  billion  to  three-quarters  of  a  billion  dollars  in  savings. 

Senator  COHEN.  What  kind  of  a  timetable  are  we  looking  at? 
How  long  would  it  take  DOD  to  implement,  to  re-engineer  its  cur- 
rent processes,  which  you  have  indicated  is  much  like  a  snowflake? 
It  depends  on  where  you  are  at  a  given  time. 

Mr.  Brock.  Well,  the  two  companies  that  we  looked  at — and, 
again,  they  are  not  as  big  as  DOD,  but,  nevertheless,  it  is  very 
complex.  GE 

Senator  COHEN.  Is  it  a  fair  comparison  to  look  at  GE  or  Allied 
Signal? 

Mr.  Brock.  Yes,  I  think  it  is.  I  think  it  is.  The  scale  is  larger, 
but  GE  does  three-quarters  of  a  billion  dollars  in  travel  every  year. 
They  are  larger  than  most  Federal  agencies.  They  have  12  different 
corporations  under  their  corporate  umbrella  that  have  different  cul- 
tures, different  processes,  and  they  were  able  to  re-engineer  that 
process  in,  what,  less  than  a  year? 

Ms.  Langelier.  Within  2  years,  they  went  through  a  total  cul- 
ture change.  They  went  from  over  40  processing  centers  to  one  cen- 
ter. They  concentrated  and  centralized  all  of  their  activities.  They 
centralized  all  of  their  activities,  and  they  did  it  all  within  a  2-year 
time  period. 

Mr.  Brock.  I  think  that  within  a  year  we  would  expect,  one, 
DOD  to  firmly  identify  changes  that  it  wants  to  make  and  how  it 
is  going  to  go  about  doing  it.  Within  2  years,  you  could  expect — 
you  should  expect  to  see  substantial  progress.  And  I  think  within 
a  3-year  time  period  it  is  reasonable  to  expect  that  they  would  be 
able  to  re-engineer  that  process.  It  won't  be  done  overnight.  It  will 
take  some  time. 

Senator  COHEN.  So,  in  other  words,  when  Dr.  Hamre  comes  to 
testify,  if  we  ask  him  what  is  the  timetable,  you  say  within  a  year 
DOD  at  least  should  identify  what  re-engineering  has  to  be  done. 
By  the  second  year,  we  should  see  measurable  improvements  made 
so  that  we  can  identify  whether  we  have  gone  from  30  percent 
down  to  20  percent  or  15  percent,  down  hopefully  to  10  or  even  6 
percent. 

Mr.  Brock.  Yes. 

Senator  COHEN.  By  that  third-year  timeframe. 

Mr.  Brock.  Yes,  sir. 

Senator  COHEN.  So  you  think  in  a  3-year  timeframe,  we  should 
start  to  realize  substantial  savings? 

Mr.  Brock.  Yes. 

Senator  COHEN.  What  is  the  culture  we  keep  talking  about  over 
at  DOD?  Is  it  a  presumption  that  people  will  engage  in  fraudulent 
behavior  and,  therefore,  we  have  to  go  through  this  bureaucratic 
maze  to  make  sure  that  every  penny  is  accounted  for?  Is  that  the 
culture? 

Mr.  Brock.  I  think  that  is  a  culture  that  exists  in  most  agencies; 
that  the  way  you  substitute  for  personal  accountability  on  both  the 
supervisor's  and  the  employee's  part  is  putting  through  a  layer  or 
a  maze  that  people  have  to  go  through.  I  don't  really  think  that 
kind  of  system  prevents  large-scale  fraud,  and,  again,  I  think  some- 
times you  are  spending  dollars  to  chase  dimes. 
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The  other  cultural  thing  that  exists  within  DOD,  though,  is,  not 
only  on  travel  systems  but  on  most  of  their  administrative  process, 
they  have  very,  very  different  ways  of  carrying  out  these  processes 
and  accounting  for  them  throughout  each  of  the  services  and  each 
of  the  major  organizational  divisions  within  the  agency. 

It  has  been  a  very  difficult  process  for  DOD  to  begin  to  standard- 
ize systems  in  other  areas,  and  I  think  it  will  prove  to  be  a  difficult 
process  here.  That  is  why  we  believe  that  it  is  absolutely  critical 
that  the  Deputy  Secretary  and  Dr.  Hamre  continue  to  make  this 
one  of  their  top  priorities. 

Senator  Cohen.  What  about  internal  controls?  You  have  identi- 
fied them  as  being  very  weak,  if  non-existent? 

Mr.  Brock.  Well,  DOD  does  have  a  system  of  internal  controls. 
GAO  is  very  concerned  about  internal  controls.  In  fact,  we  have  a 
policy  and  procedures  manual  for  guidance  of  Federal  agencies 
which  really  outlines  what  we  believe  to  be  the  internal  controls 
that  are  necessary  in  order  to  ensure  integrity  of  the  system.  But 
we  also  believe  that  when  you  are  looking  at  internal  controls,  you 
need  to  balance  the  cost  of  the  control  against  the  potential  oppor- 
tunities for  fraud  or  abuse  of  the  system.  Frequently,  most  agencies 
don't  do  a  good  job  of  looking  at  that  balance. 

Senator  Cohen.  So,  in  other  words,  they  have  the  controls,  but 
they  aren't  necessarily  cost-effective? 

Mr.  Brock.  Yes. 

Senator  COHEN.  And  there  is  no  means  of  judging  whether  they 
are  cost-effective?  Is  that  a  fair  characterization? 

Mr.  Brock.  That  is  correct. 

Senator  COHEN.  How  reahstic  is  to  think  that  DOD  can  get  down 
to  one  central  processing  center  as  such? 

Mr.  Brock.  Well,  GE  did  it.  DOD  is  a  lot  bigger.  I  think  they 
could  make  a  fairly  credible  argument  that  they  might  not  be  able 
to  get  down  to  one  processing  center,  that  it  might  take  more. 

I  think  clearly  they  would  agree  with  us  they  can  do  better  than 
700,  though. 

Senator  COHEN.  What  about  the  waivers?  You  have  indicated 
that  there  may  be  some  statutory  or  regulatory  impediments  so 
that  certain  agencies  may  have  to  request  waivers?  I  think  Senator 
Levin  has  pointed  out  that  NSA  has  requested  a  waiver. 

Mr.  Brock.  Yes.  Agencies  that  are  going  through  processes  like 
this  frequently  might  request  a  waiver  from  GSA.  They  might  ask 
GAO  for  an  opinion  on  whether  or  not  their  standards  meet  our  in- 
ternal control  requirements,  et  cetera.  We  will  provide  them  with 
an  opinion  of  that. 

Senator  COHEN.  Would  they  also  have  to  go  to  the  IRS? 

Ms.  Langelier.  Yes.  There  are  times  in  terms  of  accountability 
of  the  plan  that  they  do  have  to  go  to  IRS.  That  has  to  do  with 
income  and  whether  it  is  income  to  the  employee  or  not  income. 
That  depends  on  certain  standards. 

But  I  think  IRS  has,  for  instance,  just  recently  given  the  Depart- 
ment of  State  a  waiver  in  that  area. 

Senator  COHEN.  Do  you  know  whether  they  have  given  NSA  a 
waiver  yet? 

Ms.  Langelier.  No. 

Mr.  Brock.  I  don't  know  if  NSA  has  requested  a  waiver  or  not. 
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Senator  COHEN.  Senator  Levin  touched  upon  this — this  is  not 
unique  to  the  DOD.  Is  it  your  impression  or  understanding  that  we 
have  the  same  problem  in  many  other  Government  agencies? 

Mr.  Brock.  Yes.  I  beHeve  that  most  other  agencies  face  this  kind 
of  problem.  My  own  agency,  for  example,  had  a  high  level  of  admin- 
istrative costs,  but  I  am  pleased  to  say  we  have  cut  that  in  half 
over  the  past  year  and  expect  to  get  it  down  to  the  5-percent  level 
within  another  2  years. 

Senator  Cohen.  Was  there  any  analysis  undertaken  to  determine 
what  the  private  sector's  success  has  been  in  detecting  either  over- 
charges or  fraudulent  charges  compared  to  what  DOD's  experience 
has  been? 

Mr.  Brock.  We  don't  have  specific  numbers  on  their  incidence  of 
fraud  or  abuse,  but  we  do  know  that  in  both  Allied  and  GE  that 
they  are  concerned  about  the  integrity  of  their  process.  But,  again, 
they  place  a  lot  of  emphasis,  one,  on  the  personal  accountability  of 
the  employee  and  of  the  supervisor  carefully  reviewing  the  travel 
of  subordinates  to  make  sure  that  the  trips  are  appropriate  and  in 
line.  They  also  have  a  much  easier  avenue,  maybe,  than  DOD  does 
to  take  care  of  abuses  in  a  very  quick  fashion. 

Senator  Cohen.  You  have  been  working  with  DOD  for  some  time 
now.  What  is  your  assessment  about  DOD's  management  commit- 
ment? 

Mr.  Brock.  I  believe  right  now  that  the  management  commit- 
ment that  has  been  expressed  and  what  we  have  seen  evident  is 
very  high.  I  have  not  seen  that  many  DOD  documents  that  I  think 
were  as  direct  as  the  Deputy  Secretary's  on  what  he  expected  to 
be  achieved  and  on  how  he  expected  it  to  be  achieved  through  Dr. 
Harare's  leadership. 

Senator  COHEN.  And  despite  who  remains  Deputy  Secretary,  do 
you  expect  that  commitment  to  continue  based  on  your  own  per- 
sonal experience  in  dealing  with  them? 

Mr.  Brock.  I  am  sorry,  sir? 

Senator  Cohen.  Whether  or  not  the  current  Deputy  Secretary  re- 
mains in  that  position,  would  you  expect,  based  upon  your  observa- 
tions, that  commitment  to  continue? 

Mr.  Brock.  If  a  new  Deputy  Secretary  is  appointed,  I  would  feel 
more  comfortable  if  that  individual  also  expressed  the  same  level 
of  commitment. 

Senator  Cohen.  Senator  Grassley,  do  you  have  an  opening  state- 
ment you  would  like  to  make? 

OPENING  STATEMENT  OF  SENATOR  GRASSLEY 

Senator  Grassley.  Yes,  and  probably  substitute  it  for  some  ques- 
tions because  I  think  you  have  covered  all  the  questions  very  well. 

First  of  all,  thank  you  for  holding  these  very  important  hearings. 
I  think  you  are  starting  to  plow  some  very  fertile  ground.  I  think 
you  have  picked  an  area  where  waste  and  abuse  are  rampant.  It 
is  ripe  for  investigation.  You  don't  have  to  look  very  far  to  find 
places  to  save  money.  The  General  Accounting  Office  estimates 
that  the  Defense  Department  could  easily  save  between  $655  mil- 
lion to  $840  million  per  year.  All  DOD  needs  to  do  is  just  follow 
a  few  common-sense  travel  practices  like  the  ones  that  are  followed 
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in  the  private  sector.  So  I  hope  you  will  keep  right  on  in  with  your 
investigation.  You  are  on  the  right  track. 

I  would  like  to  express  a  view  and  maybe  make  some  suggestions 
for  expanding  the  probe.  There  is  another  facet  of  the  problem  that 
is  not  covered  by  your  investigation.  It  is  an  area  that  I  am  digging 
into,  and  I  find  plenty  of  waste  and  abuse.  What  I  am  talking 
about  here,  Mr.  Chairman,  is  the  existence  of  a  large  fleet  of  spe- 
cial military  aircraft  that  is  being  used  for  routine  passenger  trav- 
el. All  the  revelations  surrounding  Air  Force  General  Ashe/s  flight 
from  Naples,  Italy,  to  Colorado  Springs  in  September  1994  drove 
me  into  watch-dogging  this  DOD  travel  operation. 

I  am  finding  that  Pentagon  bureaucrats  have  their  own  fancy, 
high-priced  airplanes,  422  mostly  long-range  jets,  and  then  there 
are  90  helicopters  as  well. 

Now,  these  aren't  ordinary  military  aircraft  that  are  occasionally 
used  to  move  high-ranking  officials.  These  aircraft  are  dedicated  to 
VIP  travel  for  senior  officials.  We  don't  know  what  these  trips  cost 
the  taxpayers,  but  the  figures  could  be  at  least  $1  billion  a  year 
if  you  include  all  personnel  and  support  costs. 

So,  Mr.  Chairman,  I  am  trying  to  get  a  handle  on  the  problem. 
I  hope  to  have  some  solid  information  before  too  long.  I  have  two 
investigations  underway.  First,  I  have  the  DOD  inspector  general 
investigating  the  Ashey  flight  and  related  matters.  That  work  is 
expected  to  be  completed  late  April.  Second,  I  have  the  General  Ac- 
counting Office  conducting  a  much  broader  review  of  all  Govern- 
ment aircraft  used  to  transport  senior  officials. 

So  I  hope  you  see,  Mr.  Chairman,  that  the  Pentagon  isn't  the 
only  bureaucracy  with  a  private  stock  of  VIP  jets.  The  GAO  says 
other  agency  bureaucrats  have  stashed  away  1,558  more  airplanes. 
The  GAO  figures  that  these  costs  the  taxpayers  an  extra  $998  mil- 
lion a  year.  Not  all  of  these  aircraft  are  being  used  for  routine  trav- 
el. Some  are.  We  just  don't  know  how  many  yet. 

The  GAO's  review  will  draw  heavily  on  the  work  that  grew  out 
of  the  hearings  this  Subcommittee  held  3  years  ago,  and  that  was 
the  hearing  that  you  had  entitled  "The  Management  of  Federal  Ci- 
vilian Aircraft,"  May  1992.  The  General  Accounting  Office  is  work- 
ing hard  to  have  a  final  briefing  report  ready  in  May  of  this  year. 

So  I  would  like  to  get  together  with  you,  Mr.  Chairman,  soon  to 
see  if  there  is  a  way  to  merge  these  two  investigations.  I  hope  that 
we  can  work  together.  I  would  like  to  ask  the  Chairman  to  have 
the  Committee  staff  review  the  results  of  the  DOD  IG  and  GAO  in- 
vestigations on  these  matters,  and  it  may  merit  a  hearing.  I  would 
like  to  work  with  the  Chairman  to  find  ways  to  reduce  the  costs 
of  all  Government  travel,  including  routine  trips  on  Government 
aircraft. 

The  U.S.  Government  airline  is  too  big  and  out  of  control,  and 
it  needs  to  be  cut  down  to  size  like  the  rest  of  Government.  So  I 
wish  you  would  consider  those  suggestions  I  have,  Mr.  Chairman. 

Senator  COHEN.  Senator  Grassley,  my  staff  is  well  aware  of  your 
concerns  and  is  prepared  to  work  with  you  to  see  if  we  can't  merge 
our  efforts. 

Senator  Grassley.  Thank  you. 
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PREPARED  STATEMENT  OF  SENATOR  GRASSLEY 

Mr.  Chairman,  I  would  like  to  thank  you  for  holding  such  an  important  hearing. 

You  are  starting  to  plow  some  very  fertile  ground. 

You  have  picked  an  area  where  waste  and  abuse  are  rampant. 

This  area  is  ripe  for  investigation. 

You  don't  have  to  look  very  far  to  find  places  to  save  money. 

The  General  Accounting  Office  or  GAO  estimates  that  the  Defense  Department 
(DOD)  could  easily  save  from  $655  million  to  $840  million  per  year.  All  DOD  needs 
to  do  is  just  follow  a  few  common  sense  travel  practices  like  the  ones  used  in  the 
private  sector. 

I  hope  you  will  keep  right  on  boring  in  with  your  investigation. 

You  are  on  the  right  track. 

In  fact,  Mr.  Chairman,  I  would  like  to  see  you  expand  the  probe. 

There  is  another  facet  of  the  problem  that  is  not  covered  by  your  investigation. 

But  it  is  an  area  that  I  am  digging  into,  and  I'm  finding  plenty  of  waste  and 
abuse. 

What  I  am  talking  about  here,  Mr.  Chairman,  is  the  existence  of  a  large  fleet  of 
special  military  aircraft  that  is  being  used  for  routine  passenger  travel. 

All  the  revelations  surrounding  Air  Force  General  Joseph  W.  Ashy's  flight  from 
Naples,  Italy  to  Colorado  Springs,  Colorado  in  September  1994,  drove  me  into 
watch-dogging  this  DOD  travel  operation. 

I  am  finding  that  Pentagon  bureaucrats  have  their  own  fancy,  high-priced  airline: 

•  420  mostly  long-range  jets;  and 

•  90  helicopters 

Now,  these  aren't  ordinary  military  airplanes  that  are  occasionally  used  to  move 
high-ranking  officials. 

These  aircraft  are  dedicated  to  VIP  travel  for  senior  officials. 

We  don't  know  what  all  these  trips  cost  the  taxpayers,  but  the  figure  could  be 
at  least  $1  billion  a  year— if  all  personnel  and  support  cost  were  included. 

Well,  Mr.  Chairman,  I  am  trying  to  get  a  handle  on  the  problem. 

I  hope  to  have  some  solid  information  before  too  long. 

I  have  two  investigations  underway: 

First,  I  have  the  DOD  Inspector  General  (IG)  investigating  the  Ashy  flight  and 
related  matters. 

That  work  is  expected  to  be  completed  in  late  April. 

Second,  I  have  the  GAO  conducting  a  much  broader  review  of  all  government  air- 
craft used  to  transport  senior  officials. 

Mr.  Chairman,  the  Pentagon  isn't  the  only  bureaucracy  with  a  private  stock  of 
VIP  jets. 

The  GAO  says  other  agency  bureaucrats  have  stashed  away  1,558  more  airplanes. 

The  GAO  figures  these  cost  the  taxpayers  an  extra  $998  million  a  year. 

Not  all  of  these  aircraft  are  being  used  for  routine  travel.  But  some  are.  We  just 
don't  know  how  many,  yet. 

The  GAO's  review  will  draw  heavily  on  work  that  grew  out  of  a  hearing  this  Sub- 
committee held  3  years  ago. 

That  was  the  hearing  on  "Management  of  Federal  Civilian  Aircraft." 

It  was  held  on  May  21,  1992. 

The  GAO  is  working  hard  to  have  a  final  briefing  report  ready  in  May. 

I  would  like  to  get  together  with  the  Chairman  soon  to  see  if  there  is  a  way  to 
merge  these  two  investigations. 

We  should  be  working  together. 

I  would  like  to  ask  the  Chairman  to  have  the  Committee  staff  review  the  results 
of  the  DOD  IG  and  GAO  investigations.  These  matters  may  merit  a  hearing. 

I  would  like  to  work  with  the  Chairman  to  find  ways  to  reduce  the  costs  of  all 
government  travel,  including  routine  trips  on  government  aircraft. 

The  U.S.  government  airline  is  too  big  and  out  of  control.  It  needs  to  be  cut  down 
to  size — like  the  rest  o^  the  government. 

Thank  you,  Mr.  Chairman. 

I  have  no  questions  at  this  time. 

Senator  COHEN.  Senator  Levin? 

Senator  Levin.  Thank  you,  Mr.  Chairman.  Just  a  few  questions 
to  supplement  your  questions. 
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First,  on  that  $700  million  figure,  is  that  man-years  or  is  that 
something  else?  Are  you  converting  the  loss,  the  waste  of  man- 
years  into  dollars,  or  is  this  hard  dollars. 

Mr.  Brock.  The  $700  million  could  result  from  several  different 
factors:  one,  fewer  processing  centers,  less  hardware,  standard  sys- 
tems that  would  make  software  maintenance  less  expensive,  reduc- 
tion of  personnel  that  are  necessary  to  review  and  process  travel 
vouchers. 

That  did  not  include  the  opportunity  costs  of  travelers  who  have 
to  spend  a  considerable  amount  of  their  own  time  on  the  process. 

Senator  Levin.  Just  on  the  administrative  cost  side  of  it,  is  most 
of  that  wasted  manpower,  or  is  most  of  that  a  hard  dollar  loss 
other  than  the  manpower  loss? 

Mr.  Brock.  Most  of  that,  I  believe,  sir — and  I  couldn't  break  out 
the  actual  percentage,  but  I  believe  that  most  of  that  represents 
additional  manpower  that  is  required  to  do  the  processing. 

Senator  Levin.  So,  if  we  have  in  the  military,  for  instance,  $500 
million  of  man-year  waste  and  we  divided  the  $500  million  into 
how  many  people  would  be  freed  up  to  do  something  else,  we  might 
come  up  with  a  figure  of  how  many?  Do  you  have  any  idea  what 
that  figure  would  be? 

Mr.  Brock.  No,  but  I  could  provide 

Senator  Levin.  Twenty  thousand  people? 

Mr.  Brock.  I  could  provide  that  to  you. 

Senator  Levin.  Well,  if  it  is  20  times  25,000 — I  mean,  we  are 
talking  tens  of  thousands  of  people  could  be  freed  up. 

Mr.  Brock.  You  are  clearly  talking  about  thousands  of  people 
that  could  be  freed  up  to  do  other  things. 

Senator  Levin.  And  most  of  that  $700  million  figure,  you  believe 
is  represented  by  wasted  manpower,  not  by  hard  dollar  losses  other 
than  manpower  losses.  Is  that  fair,  without  trying  to  be  more  pre- 
cise? 

Mr.  Brock.  Yes. 

Senator  Levin.  The  waivers  that  are  needed  from  existing  regu- 
lation, is  that  a  complicated  process?  Is  it  just  one  letter.  Please 
waive  regulations  X,  Y,  and  Z? 

Mr.  Brock.  Well,  it  can  become  more  complicated,  depending  on 
what  you  are  actually  trying  to  get  waived.  If  you,  for  example, 
sought  a  waiver  from  all  internal  control  policies  and  procedures, 
that  could  be  very  complex.  But,  typically,  the  waiver  process  is  ac- 
tually a  series  of  negotiations  between  the  agency  seeking  the 
waiver  and  GSA  or  IRS,  or  in  some  cases  coming  over  to  GAO  to 
seek  our  opinion  on  whether  or  not  our  internal  control  standards 
would  still  be  satisfied. 

Senator  Levin.  What  is  the  IRS  waiver?  What  is  the  issue  with 
the  IRS? 

Mr.  Brock.  Well,  the  issue  is  that  in  some  cases,  if  you  are  not 
careful,  when  you  are  providing  travel  advances  or  something  to  a 
traveler,  you  can  put  them  in  a  taxable  situation.  You  can  be  pro- 
viding them  with  taxable  income. 

Senator  Levin.  They  are  all  traveling  on  business,  presumably  at 
Government  expense.  But,  nonetheless,  it  still  could  be  taxable  in- 
come? 

Mr.  Brock.  That  is  correct. 
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Senator  Levin.  If  it  is  done  wrong? 

Mr.  Brock.  If  it  is  done  wrong,  it  could  be  taxable  income  to  the 
employee,  and  it  would  require  their  tax  returns  to  become  more 
complex  in  order  to  offset  that. 

Senator  Levin.  They  would  then  have  to  show  some  kind  of  an 
offset  on  the  same  return? 

Mr.  Brock.  Yes.  They  would  have  to  be  able  to  demonstrate  the 
expense  that  went  along  with  the  income. 

Senator  Levin.  Do  you  have  any  idea  of  which  agencies  are 
equally  wasteful  in  terms  of  administrative  costs?  Could  you  give 
us  some  examples  of  other  agencies? 

Mr.  Brock.  We  don't  have  specific  examples.  We  believe  in  gen- 
eral in  our  discussions  with  people  at  GSA  and  with  the  Joint  Fi- 
nancial Management  Improvement  Program  that  has  a  travel  task 
force  that  typically  most  agencies  have  wasteful,  inefficient  proc- 
esses. 

Senator  Levin.  To  the  same  extent,  do  we  believe? 

Mr.  Brock.  We  think  the  extent  could  be  as  large,  but  we  are 
not  entirely  confident  on  that. 

Senator  Levin.  Do  you  know  of  State  Governments  that  have 
much  better  travel  practices?  Have  you  taken  a  look  at  those? 

Mr.  Brock.  No,  sir.  We  did  not  look  at  State  travel  practices. 

Senator  Levin.  To  what  extent  are  all  these  regulations  aimed 
at  protecting  taxpayer  dollars?  Is  this  what  drives  this,  or  is  this 
just  some  sort  of  monster  that  has  a  life  of  its  own  without  even 
that  motivation? 

Mr.  Brock.  I  think  that  originally  the  genesis  of  the  regulations 
was  designed  to  protect  the  taxpayer.  I  think  over  time  it  has  be- 
come to  protect  the  organization. 

Senator  Levin.  Do  you  have  specific  recommendations  for  legisla- 
tive changes? 

Mr.  Brock.  We  believe — and  I  don't  know  whether  this  would  re- 
quire legislation,  if  agencies  would  do  the  initiatives  themselves, 
we  believe  that  every  agency  should  begin  to  look  not  only  at  its 
travel  processes  but  its  other  back-office  or  business  functions  to 
determine  whether  or  not  re-engineering  those  processes,  either  in 
terms  of  re-engineering  like  we  are  talking  about  in  DOD  our 
outsourcing  or  consolidating,  could,  in  fact,  result  in  significant 
savings  in  the  back-office  or  administrative — the  payroll,  personnel, 
those  types  of  expenses. 

I  know  that  your  Committee,  the  full  Committee,  is  very  inter- 
ested in  those  processes,  and  I  believe  that  the  Chairman  is  also 
interested  in  that. 

Senator  Levin.  Well,  specifically,  is  there  any  legislative  impedi- 
ment to  the  DOD  changing  its  operations  to  become  more  efficient? 
Do  you  know  of  any  language  in  a  law  by  which  you  could 
prioritize  the  particular  requirements? 

Mr.  Brock.  I  think  that  occasionally  we  hear  about,  well,  there 
are  impediments  to  us  doing  good  business,  but  I  don't  really  know 
of  any  regulatory  impediments  to  becoming  efficient,  to  managing 
well. 

Senator  Levin.  That  are  imbedded  in  the  law? 

Mr.  Brock.  That  is  correct. 
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Senator  Levin.  So  we  think  they  can  correct  almost  all  of  this  on 
their  own  without  changes  in  law? 

Mr.  Brock.  Well,  we  have  significant  improvements  in  some 
agencies.  I  think  NSA  is  a  case  example  where  they  are  making 
substantial  improvements  without  changes  in  law. 

Senator  Levin.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Senator  Cohen.  Just  a  couple  of  points,  Mr.  Brock.  Senator 
Levin  asked  you  whether  or  not  by  changing  the  system  you  would 
free  up  people  to  do  other  things.  That  is  one  option.  But  you  could 
also  have  fewer  people  to  do  more  things. 

Mr.  Brock.  That  is  correct. 

Senator  Cohen.  Has  that  been  the  experience,  be  it  GE  or  Allied, 
of  the  others  that  you  have  looked  at?  They  haven't  kept  the  same 
super-structure  after  they  have  re-engineered. 

Mr.  Brock.  That  is  correct. 

Senator  COHEN.  So  the  answer  here  isn't  to  free  up  the  same 
number  of  people  to  do  other  things,  but,  rather,  to  have  a  comput- 
erized system,  management  techniques,  a  re-engineered  system  so 
you  have  fewer  people  doing  it,  period. 

Mr.  Brock.  Most  certainly,  there  is  a  range  of  alternatives  you 
consider.  If  you  free  up  people  and  have  them  do  nothing  that  is 
productive,  then  you  are  not  saving  any  money. 

Senator  CoHEN.  Right.  So  we  want  to  either  free  them  up  to  do 
something  that  is  productive  or  have  fewer  people  to  do  more  pro- 
ductive things. 

Mr.  Brock.  Yes,  sir.  That  is  correct. 

Senator  COHEN.  On  the  chart  you  have  listed  random  audits.  In 
the  private  sector,  apparently,  that  is  the  course  that  they  normally 
follow.  There  are  no  random  audits  in  the  DOD  because  of,  what, 
the  pre-clearance  and  the  travel  approval  and  the  post-clearance 
process  that  they  go  through? 

Mr.  Brock.  Yes. 

Ms.  Langelier.  GE  is  currently  auditing  about  10  percent  of 
their  vouchers.  Alhed  Signal  is  currently,  with  their  new  processes, 
auditing  about  45  percent.  But  it  really  is  a  test  of  their  controls, 
and  they  are  looking  at  that  very  closely  with  the  intention  of  mov- 
ing that  figure  down  very  significantly. 

Mr.  Brock.  Essentially,  they  are  doing  what  the  IRS  does  in 
some  ways.  They  have  algorithms  that  they  put  in  place.  Certain 
trips  might  be  more  likely  to  trigger  an  audit.  Some  are  purely  ran- 
dom or  whatever.  And  by  doing  this,  it  can  be  a  very  effective  test 
of  your  internal  controls.  If  you  see  problems  in  certain  areas,  you 
can  increase  the  level  of  reviews.  If  you  are  seeing  no  problems, 
you  might  want  to  consider  decreasing  the  level  of  reviews. 

Senator  Cohen.  Again,  when  the  private  sector  was  going  from 
20  percent  down  to  10  percent  or  6  percent  or  3  percent,  was  there 
any  kind  of  an  examination  in  terms  of  detecting  any  false  billings 
or  overcharges  or  fraudulent  behavior?  Was  there  any  kind  of  an 
analysis  done  as  to  whether  that  was  less  efficient  in  detecting  it 
or  more  efficient? 

Mr.  Brock.  I  am  not  sure  if  that  was  done  or  not,  Mr.  Chairman. 

Senator  Cohen.  Perhaps  we  can  ask  those  who  will  testify  on  the 
second  panel. 
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To  respond  to  Senator  Levin,  he  asked,  how  does  this  all  happen? 
How  do  these  costs  grow?  We  had  one  example  where  a  traveler 
who  used  his  ATM  card,  his  automatic  teller  machine  card,  a  fea- 
ture of  his  Government  credit  card,  and  he  falsely  claimed  a  $2 
ATM  transaction  fee  on  his  travel  voucher.  When  they  discovered 
the  false  claim,  the  service  responded  by  issuing  a  whole  new  set 
of  regulations  requiring  all  travelers  who  file  for  reimbursement  for 
ATM  transaction  fees  to  provide  the  cash  withdrawal  receipt.  So 
another  new  regulation  evolved  from  that  one  example  of  a  $2  false 
billing  on  an  ATM  charge. 

Senator  Levin.  I  wonder  how  much  the  storage  of  those  receipts 
cost  us,  too. 

Mr.  Brock.  A  lot.  A  lot.  And  there  are  some  IRS  regulations  that 
require  storage  of  receipts  as  well. 

Senator  LEVIN.  Could  I  ask  just  one  more  question?  I  have  done 
some  quick  calculation  here.  It  looks  to  me  like  there  would  be  a 
minimum  of  20,000  persons  that  you  could  save  if  the  $600  million 
reduction  would  be  attributable  to  wasted  manpower,  just  taking  a 
wild  calculation  of  $30,000  a  year.  I  don't  have  any  idea  that  it  is 
even  close  to  the  right  figure,  but  if  it  were  $30,000  a  year  average, 
that  would  be  20,000  people  we  could  save  just  in  the  DOD,  assum- 
ing that  we  could  reduce  the  waste  by  $600  million.  Following  Sen- 
ator Cohen's  point  that  you  don't  want  the  same  people  to  do  other 
things,  necessarily,  you  just  have  fewer  people  doing  the  same 
things.  We  could  save  perhaps  20,000  people  in  the  DOD. 

Mr.  Brock.  Well,  I  am  assuming  your  math  is  better  than  mine. 
Senator. 

Senator  Levin.  Don't.  [Laughter.! 

Senator  COHEN.  Remember,  he  didn't  get  those  supplements  that 
I  got  during  law  school.  [Laughter.] 

Mr.  Brock.  But  I  guess  there  are  two  factors.  One,  probably  the 
DOD  average  cost  per  employee  when  you  include  benefits  and 
stuff  is  probably  higher  than  $30,000.  Second,  I  think  there  is  prob- 
ably a  fair  amount  of  overhead  that  would  be  hard  dollars  in  terms 
of  running  the  processing  centers  and  things  that  would  probably 
be  a  factor  in  there.  But  I  do  agree  with  your  assertion  that  most 
of  the  cost  would  be  personnel  cost. 

Senator  Levin.  Thank  you. 

Senator  COHEN.  Mr.  Brock,  Ms.  Langelier,  we  appreciate  your 
coming  forward. 

Mr.  Brock.  Thank  you  very  much. 

Senator  CoHEN.  I  want  to  welcome  our  next  panel:  Mr.  George 
Scarfo,  Director  of  American  Express  Travel  Management  Services, 
and  Mr.  Matthew  Appel,  who  is  the  Vice  President  of  the  Share 
Service  Operations  of  Tenneco,  Inc. 

Gentlemen,  welcome.  We  look  forward  to  hearing  about  the  pri- 
vate sector's  efforts  to  reduce  their  travel  costs.  Mr.  Scarfo,  why 
don't  you  proceed? 
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STATEMENT  OF  GEORGE  SCARFO,i  DIRECTOR,  CONSULTING 
SERVICES,  AMERICAN  EXPRESS  TRAVEL  MANAGEMENT 
SERVICES 

Mr.  SCARFO.  Good  morning.  My  name  is  George  Scarfo,  and  I  am 
Director  of  Consulting  Services  for  American  Express  Travel  Man- 
agement Services.  I  would  like  to  thank  Chairman  Cohen  and  Sen- 
ator Levin  for  inviting  me  to  appear  before  this  Subcommittee  this 
morning. 

By  way  of  background,  American  Express  has  had  a  Consulting 
Services  group  for  some  16  years,  and  I  have  been  part  of  that 
group  since  it  started.  Consulting  Services  advises  and  assists  pri- 
vate and  public  sector  customers — both  domestic  and  inter- 
national— on  ways  to  control  and  reduce  direct  and  indirect  travel 
expenses,  and  we  do  this  in  three  basic  ways: 

First,  we  produce  a  variety  of  analysis  products  and  services;  sec- 
ond, we  produce  various  publications,  which  I  have  brought  for  you, 
Senator,  and  will  leave  with  you,  since  one  of  the  aides  thought  it 
would  be  important  for  them  to  see  this.  It  includes  material  on  ex- 
pense processing.  It  includes  material  on  the  survey  of  business 
travel  management  that  we  conduct  every  2  years  and  have  done 
so  for  the  past  14  years,  and  that  has  all  aspects  of  travel  expense 
management  and  a  lot  of  data  with  respect  to  indirect  expenses. 

Additionally,  American  Express  provides  travel  management 
services  to  thousands  of  corporations  and  a  number  of  public  sector 
organizations.  By  way  of  travel  management  services,  I  am  talking 
about  the  marriage,  if  you  will,  between  our  corporate  card  pro- 
gram and  our  business  travel  services.  Our  customers  include  64 
percent  of  the  Fortune  500  companies  and  over  300  public  sector 
accounts.  We  also  have  card  programs  with  38  State  Governments, 
as  well  as  the  Federal  Government  travel  card  program. 

Turning  now  to  the  subject  of  today's  hearing,  the  Department 
of  Defense's  travel  costs  and  indirect  expenses,  I  would  like  mem- 
bers of  the  Subcommittee  to  know  that  I  have  met  with  representa- 
tives of  the  DOD  travel  re-engineering  group  and  General  Account- 
ing Office  in  1994  on  this  subject. 

In  order  to  assure,  though,  that  we  are  operating  within  the 
same  framework,  let  me  first  define  what  I  mean  by  indirect  ex- 
penses. 

Indirect  expenses  are  those  costs  associated  with  travel  that  are 
essentially  hidden  since,  for  the  most  part,  travelers  do  not  see 
them.  These  indirect  expenses  can  include  a  number  of  things:  the 
issuance,  monitoring,  processing,  and  follow-up  of  cash  advances; 
the  administration  and  staffing  support  associated  with  central  or 
direct  billings;  the  processing,  review,  audit,  and  financial  controls 
associated  with  expense  reports;  the  maintenance  and  administra- 
tion associated  with  maintaining  an  employee  receivable  system; 
the  negative  float  costs  and  lost  opportunity  costs  associated  with 
outstanding  cash  advances;  the  reconciliation  of  central  bills;  docu- 
mentation issues  associated  with  reporting  expenses;  the  reim- 
bursement process;  and  compliance  with  tax  laws  regarding  ad- 
vances, documentation,  and  meal  deductibility,  such  as  the  Family 
Support  Act  of  1990,  the  Revenue  Reconciliation  Act  of  1993.  And 


1  The  prepared  statement  of  Mr.  Scarfo  appears  on  page  68. 
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one  that  is  not  on  my  official  testimony  that  I  added  was  the  ad- 
ministrative effort  associated  with  per  diems. 

In  my  professional  experience,  I  have  found  that  the  majority  of 
organizations,  both  in  the  private  and  public  sector,  do  not  have  a 
strong  knowledge  or  understanding  of  how  much  indirect  expenses 
cost  them.  Our  research  shows  that  on  average  among  those  pri- 
vate sector  companies  that  we  survey  only  15  percent  have  esti- 
mated the  indirect  cost  to  process  an  expense  report,  only  17  per- 
cent have  estimated  the  indirect  cost  to  process  a  reimbursement 
check,  and  only  9  percent  have  estimated  the  indirect  cost  to  proc- 
ess a  cash  advance. 

Now,  for  companies  that  spend  greater  than  $5  million  on  travel, 
those  percentages  are  approximately  2  to  3  times  higher. 

In  the  public  sector — and  when  we  talk  about  the  public  sector, 
our  survey  covers  governmental  entities  that  are  municipalities 
and  State  Governments,  not  the  Federal  Government.  I  want  to 
make  that  clear.  So  including  governmental  and  educational  enti- 
ties, the  knowledge  and  understanding  of  indirect  costs  is  even  less 
than  in  the  private  sector.  Here,  again,  our  research  shows  that  on 
average  only  4  percent  of  the  Government  respondents  and  8  per- 
cent of  the  educational  respondents  have  estimated  the  cost  to 
process  an  expense  report,  only  12  percent  of  Government  and  14 
percent  of  educational  respondents  have  estimated  reimbursement 
check  costs,  and  only  6  percent  of  State  Government  and  4  percent 
of  educational  respondents  have  estimates  cash  advance  costs. 

Other  results  from  this  survey  I  referenced  indicate  wide 
variances  in  transaction  costs;  for  example,  an3rwhere  from  $10  to 
$75  to  process  an  advance,  with  an  average  of  $20;  anywhere  from 
$10  to  $150  to  process  an  expense  report,  with  an  average  of  $22; 
and  anywhere  from  $10  to  $100  to  issue  reimbursement  checks, 
with  an  average  of  $16. 

Now,  these  wide  variances  are  in  part  due  to  an  inconsistent  ac- 
counting for  all  of  the  steps  in  each  of  these  processes  and  the  in- 
clusion or  exclusion  of  fully  loaded  costs. 

On  average,  our  experience  has  shown  that  indirect  expenses  in 
the  private  sector  add  approximately  10  percent  to  the  total  cost  of 
direct  travel  expenses,  as  was  indicated  here  earlier  this  morning. 
Therefore,  if  an  organization  reports  $10  million  in  travel  expenses, 
it  is  more  likely  to  have  a  total  of  $11  million,  accounting  for  both 
the  direct  and  the  indirect  expenses. 

Now,  in  the  case  of  the  Federal  Government,  I  also  have  heard 
that  figure  of  over  $7  billion  being  spent  annually  on  travel.  There- 
fore, the  Government's  indirect  expenses  could  be  $700  million  or 
more,  using  the  10-percent  factor  that  is  applicable  to  the  private 
industry.  However,  according  to  data  in  both  the  DOD  and  the 
GAO  reports — I  have  read  both  of  them — indirect  expenses  for  the 
Federal  Government  are  approximately  30  percent  and,  therefore, 
in  total  could  add  an  additional  $2  billion  to  actual  travel  costs. 

Using  my  corporate  experience  as  a  foundation,  it  is  my  view 
that  there  are  many  options  for  the  Federal  Government  to  close 
this  gap  between  the  private  sector  numbers  in  the  indirect  ex- 
pense area. 

For  example,  most  of  our  private  sector  clients  limit  the  use  of 
cash  advances  given  the  high  indirect  costs  associated  with  their  is- 
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suance  and  reconciliation.  Moreover,  it  is  my  understanding,  based 
on  anecdotal  experience,  that  the  culture  of  Government  travelers 
is  heavily  cash-oriented.  Therefore,  one  easy  way  to  cut  indirect  ex- 
penses would  be  to  put  programs  in  place  to  limit  the  use  of  cash 
and  authorize  its  use  only  as  a  supplement  where  other  means  of 
expensing  official  travel  are  not  available. 

Another  direct  way  to  help  close  the  gap  between  the  private  sec- 
tor and  the  Government  is  the  American  Express  Travel  Card  Pro- 
gram that  I  mentioned  earlier. 

As  members  of  the  Subcommittee  may  know,  American  Express 
was  awarded  the  Federal  Government  travel  card  contract  by  the 
General  Services  Administration  in  September  1993.  Since  then  we 
have  issued  over  1  million  travel  cards  to  Federal  employees,  both 
defense  and  civilian,  to  be  used  for  official  travel  and  travel-related 
purposes. 

To  tie  the  American  Express  program  back  to  today's  focus  on  in- 
direct expenses,  the  Federal  Government,  including  DOD,  has  an 
opportunity  to  achieve  significant  savings  by  maximizing  the  bene- 
fits of  this  program. 

Specifically,  two  of  the  program's  features  permit  the  Govern- 
ment to  achieve  rebates.  One  is  a  sponsor  refund  that  is  calculated 
on  a  percentage  of  overall  official  travel  and  related  expenses  that 
are  charged  on  the  Government  travel  card.  The  second  is  a  pro- 
ductivity refund  that  is  calculated  based  on  comparative  data  on 
cardholders'  reimbursement  to  American  Express — in  other  words, 
how  soon  they  pay  us  back. 

Given  that  Government-wide  travel  costs  are  approximately  $7 
billion  a  year,  the  opportunity  in  savings  could  be  quite  significant 
to  reduce  indirect  expenses  by  taking  full  advantage  of  this  pro- 
gram. 

The  last  point  I  would  like  to  address  relates  to  the  fundamental 
re-engineering  that  the  travel  industry  is  in  the  throes  of  today. 
The  two  major  changes  that  I  will  speak  to  are  airline  pricing  and 
technology  advances. 

As  background,  airlines  have  been  seeking  ways  to  reduce  their 
distribution  costs,  since  they  need  to  slash  costs  to  compete  in  an 
environment  of  reduced  airfares.  As  has  been  widely  reported  in 
the  press,  6  weeks  ago  the  major  carriers  announced  that  they 
were  reducing  commission  to  travel  agencies,  in  essence  putting  a 
$50  cap  on  commissions  of  tickets  costing  over  $500.  This  action 
will  translate  into  a  price  increase  for  corporations  and  possibly 
government  agencies. 

Travel  agencies  that  specialize  in  business  travel  have  already 
begun  to  re-evaluate  their  contracts,  since  they  can  no  longer  pro- 
vide the  required  service  under  the  airlines'  new  pricing  model. 
Our  analysis  shows  that  an  average  large  company  would  see  its 
air  travel  expenses  increase  by  about  $10  per  ticket.  Although  the 
public  sector  has  lower  airfares  on  average,  Government  contracts 
will  also  be  re-analyzed  in  light  of  this  pricing  change. 

Further,  industry  analysts  predict  that  thousands  of  smaller 
agencies  may  be  forced  to  lay  off  employees  or,  in  fact,  go  out  of 
business.  Since  some  of  these  agencies  can  have  Government  con- 
tracts, there  may  be  some  upheaval  this  year  in  this  sector  of  trav- 
el contractors. 
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Turning  now  to  technology:  Technology  is  also  driving  change 
throughout  the  travel  industry,  an  industry  which  historically  has 
not  been  on  the  leading  edge  of  automation.  But  the  travel  industry 
is  catching  up  and  catching  on  to  new  technology  applications  that 
eventually  will  take  costs  out  of  the  process. 

For  example,  many  airlines  are  testing  a  ticketless  system  that 
would  improve  efficiency  for  the  passenger,  the  travel  agency,  and 
the  airline  by  eliminating  the  paper  ticket.  The  next  step  is  elec- 
tronic settlement  of  bills,  which  would  replace  the  current  system 
of  boxing  and  sorting  printed  receipts  to  the  airlines. 

Technology  will  also  reduce  costs  by  providing  better  manage- 
ment information.  Travel  administrators,  for  instance,  can  use  soft- 
ware tools  to  identify  travel  books  before,  as  well  as  after,  the  trip 
is  made  in  order  to  monitor  compliance  with  travel  policy. 

You  can  expect  to  see  very  shortly:  E-mail  type  reservations; 
"smart  cards"  being  used  to  replace  the  standard  hotel  check-in; 
and  on-line  computer  connections  at  every  step  of  the  trip. 

Employee  productivity  will  undoubtedly  increase.  This  benefit, 
coupled  with  aggressive  travel  management,  should  have  a  positive 
effect  on  the  overall  cost  of  business  travel. 

In  conclusion,  in  today's  competitive  marketplace  where  pressure 
to  control  costs  and  expenses  is  intense,  more  organizations  are  be- 
ginning to  look  at  ways  to  reduce  indirect  expenses  associated  with 
travel.  While  most  organizations  control  their  direct  expenses  well, 
traditionally  they  have  not  paid  adequate  attention  to  indirect  ex- 
penses. As  a  result,  they  do  not  have  good  controls  in  place.  As  I 
have  indicated  today,  these  indirect  costs  can  be  considerable  and 
require  greater  attention  by  financial  managers  in  both  the  public 
and  private  sector. 

At  this  point,  I  would  like  to  conclude  my  remarks.  I  would  be 
happy  to  answer  any  questions  that  you  might  have.  Thank  you  for 
your  attention. 

Senator  COHEN.  Thank  you  very  much,  Mr.  Scarfo. 

Mr.  Appel? 

STATEMENT  OF  MATTHEW  W.  APPEL,i  VICE  PRESIDENT 
SHARED  SERVICE  OPERATIONS,  TENNECO,  INC. 

Mr.  Appel.  Good  morning,  Mr.  Chairman.  My  name  is  Matt 
Appel,  Vice  President  of  Shared  Service  Operations  for  Tenneco.  I 
have  submitted  a  longer  formal  statement  and  ask  that  it  be  in- 
cluded in  this  morning's  record. 

I  have  responsibility  for  the  design  and  implementation  of  Ten- 
neco's  shared  services  initiative.  This  is  a  relatively  new  initiative 
for  Tenneco.  In  November  1994,  we  completed  a  4-month  feasibility 
study,  and  since  then  we  have  been  mobilizing  and  organizing  a 
team  of  approximately  250  people  to  design  and  implement  shared 
services  for  the  Tenneco  organization. 

My  intent  this  morning  is  to  summarize  for  you  what  we  have 
learned  about  shared  services.  First  I  would  like  to  give  you  a  little 
background  on  Tenneco.  Next  I  would  like  to  describe  the  work  we 
completed  to  identify  the  opportunities  for  sharing.  Last,  I  will  de- 


^The  prepared  statement  of  Mr.  Appel  appears  on  page  76. 
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scribe  where  we  stand  on  our  implementation  plans  and  how  they 
are  applicable  to  this  morning's  conversation. 

Tenneco  is  a  Fortune  50  conglomerate  with  five  lines  of  business: 
packaging  materials,  automotive  parts,  gas  transmission,  ship- 
building and  ship  repair,  and  farm  and  construction  equipment.  We 
have  been  in  the  news  quite  a  bit  since  1991  as  a  result  of  our  suc- 
cessful transformation  and  our  return  to  profitability. 

Our  definition  of  shared  services  is  not  complicated.  It  is  simply 
to  organize  support  functions  to  deliver  the  most  cost-effective  and 
high-quality  services  possible  through  the  utilization  of  best  prac- 
tices. 

Although  simple,  this  definition  speaks  to  our  commitment  to 
eliminate  sacred  cows  and  paradigms  about  how  functions  could  be 
organized  and  designed  to  provider  lower  cost,  higher  quality  serv- 
ices. 

In  July  1994,  we  initiated  a  study  to  evaluate  shared  service  op- 
portunities at  Tenneco.  The  analysis  included  all  of  our  North 
American  operations.  The  functions  we  reviewed  were  all  signifi- 
cant staff  operations;  for  example,  finance  and  accounting  and 
human  resources,  including  payroll  and  benefits. 

We  divided  the  project  into  five  major  steps:  division  visits  and 
interviews;  collection  of  data;  comparison  to  benchmarks;  develop- 
ment of  an  operating  model;  and  an  economic  analysis  so  that  we 
could  estimate  the  costs  and  the  benefits  that  we  might  derive  from 
utilizing  shared  services  in  our  organization.  I  believe  these  steps 
could  be  used  to  examine  any  function  for  process  improvement 
and  cost  reduction  opportunities. 

In  our  first  step,  we  interviewed  over  300  people,  including  exec- 
utive management,  but  more  importantly,  the  people  who  actually 
do  the  work  because  they  know  better  than  anyone  else  how  the 
work  is  actually  performed  within  their  organizations.  The  inter- 
views helped  us  determine  the  real  and  perceived  differences  in 
processing  routine  transactions  throughout  our  businesses. 

In  our  second  step,  we  gathered  a  tremendous  amount  of  data 
about  each  function  within  our  organization.  This  data  was  of  three 
types:  head  count,  cost,  and  statistical  information. 

What  we  found  is  that  we  spend  approximately  $600  million,  or 
6  percent  of  our  domestic  revenues,  on  these  functions.  Approxi- 
mately 5,000  people  are  involved  in  performing  these  functions.  Of 
these  totals,  our  finance  function  represents  the  most  significant 
one  at  $170  million  of  cost  and  around  2,500  people. 

We  also  gathered  information  by  sub-function.  For  example,  the 
cost  of  processing  travel  and  expense  reports,  which  is  relevant  to 
today's  discussion,  represents  about  $1.6  million,  and  we  process 
approximately  150,000  expense  reports  per  year. 

Now,  $1.6  million  may  not  seem  significant  in  comparison  to  the 
expenditure  levels  that  we  are  talking  about  today,  but  we  were 
quite  alarmed  by  it  when  we  discovered  it.  And  I  should  also  men- 
tion that  the  $1.6  million  is  for  a  relatively  small  sample  of  our  do- 
mestic operations.  We  chose  not  to  engage  in  an  exact  accounting 
exercise  but,  rather,  one  that  was  helpful  in  determining  the  order 
of  magnitude  that  we  had  to  improve  rather  than  to  measure  the 
exact  cost. 
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So  in  our  next  step,  we  took  the  cost  information  that  we  gath- 
ered and  we  compared  it  to  external  benchmark  data  in  three  key 
areas:  cost  as  a  percentage  of  revenue,  percentage  of  personnel  per- 
forming the  function,  and  individual  transaction  costs. 

The  most  enlightening  comparisons  were  transaction  costs,  so  I 
would  like  to  explain  to  you  how  they  were  derived.  We  calculated 
each  division's  cost  to  perform  the  transaction  as  well  as  Tenneco's 
weighted  average  cost.  We  then  compared  our  costs  to  companies 
at  the  low  end  of  the  benchmark,  average  performing  companies, 
and  companies  in  the  high  end  of  the  benchmark — in  other  words, 
the  best,  the  average,  and  the  "needs  improvement"  companies. 

Our  results  were  very  revealing,  so  I  would  like  to  share  with 
you  two  representative  examples.  Tenneco's  average  cost  to  process 
a  travel  and  expense  voucher  is  $10.41.  Companies  at  the  low  end 
of  the  benchmark  process  an  expense  voucher  for  $2.70.  Even  aver- 
age performing  companies  process  expense  vouchers  for  signifi- 
cantly less  than  Tenneco.  Their  costs  are  only  $6.25  per  expense 
voucher. 

I  should  mention  that  the  $10.41  includes  our  shipbuilding  orga- 
nization, which  complies  with  a  lot  of  the  Government  regulations 
that  we  are  speaking  about  today.  So  the  number  would  probably 
be  lower;  the  shipyard's  average,  in  fact,  was  considerably  higher 
than  $10.41. 

Senator  COHEN.  If  you  took  the  shipbuilding  factor  out,  you 
would  be  much  lower? 

Mr.  Appel.  We  are  about  $8.50  on  average.  The  shipyard  was 
quite  a  bit  higher.  They  do  100  percent  audit  like  DOD  does. 

It  is  important  to  understand  the  way  we  intend  to  use  the 
benchmark  data  to  capitalize  on  the  obvious  opportunity  that  ex- 
ists. While  we  have  a  long  way  to  go  to  reach  benchmark  lows,  we 
haven't  set  our  sights  there  initially.  Our  intention  is  to  redesign 
business  processes  to  achieve  first  quartile  results  at  a  minimum. 

From  there  we  will  focus  on  the  incremental  improvement  oppor- 
tunities that  are  necessary  to  achieve  world-class  performance  lev- 
els. As  you  know,  the  benchmarks  aren't  static.  They  get  tougher 
and  tougher  each  year  as  our  competition  improves  their  perform- 
ance. 

The  next  task  was  to  develop  a  preliminary  operating  model,  and 
the  models  illustrate  functions  that  could  be  shared  and  performed 
in  a  shared,  more  efficient  manner,  those  that  ought  to  be  per- 
formed by  our  corporate  group,  and  those  that  we  ought  to  leave 
as  part  of  a  division's  capabilities. 

As  a  final  step,  the  team  developed  an  estimate  of  their  required 
project  costs  and  associated  benefits  that  would  result. 

Now,  that  summarizes  the  process  we  used  to  evaluate  the  appli- 
cability of  shared  services  to  Tenneco.  Before  we  examine  some  of 
the  details,  I  would  like  to  hit  the  high  points  of  what  we  con- 
cluded, and  I  think  you  will  see  that  there  were  some  similarities 
here  to  the  situation  that  we  are  studying  this  morning. 

For  example,  while  our  businesses  and  cultures  are  very  dif- 
ferent, there  is  a  high  degree  of  similarity  in  support  functions. 
This  suggests  a  very  high  degree  of  opportunity  for  sharing  those 
functions. 
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We  have  not  achieved  acceptable  cost  levels  in  many  of  our  sup- 
port functions.  In  fact,  we  are  not  even  close  to  acceptable. 

Our  people  spend  a  significant  part  of  their  day  on  tasks  that 
could  be  and  should  be  automated.  There  is  an  awful  lot  of  manual 
processing  that  goes  on. 

There  are  far  too  many  people  outside  of  the  formal  functional 
organization  performing  the  functions  that  we  are  talking  about 
today. 

Specifically,  with  respect  to  our  travel  and  expense  processing, 
those  costs  are  high  due  to  several  factors — again,  manual  process- 
ing. As  our  business  needs  have  changed,  our  people  have  devel- 
oped manual  work-arounds  that,  although  they  get  the  job  done, 
are  very  time-consuming  and  very  costly. 

We  have  multiple  policies  and  procedures.  Many  of  our  business 
practices  differ  across  our  different  divisions.  For  example,  each  di- 
vision has  its  own  different  travel  forms;  some  allow  cash  advances, 
some  do  not;  some  process  weekly  expense  reports,  some  daily, 
some  only  monthly.  There  is  simply  no  business  reason  to  have 
these  kinds  of  differences. 

We  have  multiple  computer  systems.  Each  division  has  a  sepa- 
rate system  or  systems  for  processing  travel  expenses,  and  some  di- 
visions have  quite  a  bit  more  than  one  or  two  systems.  There  is  one 
division,  in  fact,  that  has  more  than  10  systems. 

Senator  COHEN.  Do  these  computers  talk  to  each  other? 

Mr.  Appel.  In  most  cases,  they  don't. 

Senator  Cohen.  Similar  to  DOD. 

Mr.  Appel.  Yes.  Tenneco  is  a  company  that  was  pieced  together, 
some  of  our  divisions,  through  a  lot  of  niche  acquisitions,  and  we 
didn't  choose  at  the  time  that  we  put  those  companies  into  the  or- 
ganization to  rationalize  their  computer  systems  and  have  them 
communicate.  That  is  what  this  project  is  all  about. 

We  have  multiple  travel  companies.  A  single  vendor  is  not  used 
for  travel  bookings  and  services.  This  negatively  impacts  our  ability 
to  leverage  our  travel  providers. 

We  lack  best  practices.  Our  divisions  haven't  re-engineered  their 
business  processes  around  best  practices.  For  example,  only  one  of 
our  divisions  has  eliminated  cash  advances  for  traveling  employees. 
Other  divisions  still  process  advances  on  a  daily  basis. 

Now,  it  is  clear  that  there  are  substantial  opportunities  for  im- 
provement, and  Tenneco  has  decided  to  move  quickly  to  the  shared 
services  operating  model.  Routine,  high  volume  transactions  such 
as  travel  voucher  processing  are  the  types  of  functions  that  Ten- 
neco will  process  on  a  shared  basis. 

How  will  Tenneco  lower  its  costs  and  improve  services  for  these 
functions?  By  combining,  standardizing,  re-engineering,  and  taking 
advantage  of  the  economies  of  scale  across  our  businesses,  we  can 
improve  the  cost-effectiveness  and  overall  quality  of  these  func- 
tions. 

We  are  midway  through  a  6-month  design  effort.  The  key  activity 
will  be  to  select  application  software.  We  have  completed  a  detailed 
analysis  of  our  requirements  and  concluded  that  commercially 
available  software  will  more  than  meet  our  needs. 

The  final  phase  of  our  project  is  the  implementation  phase  which 
will  span  an  additional  24  months,  and  I  should  comment,  because 
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we  were  discussing  it  earlier,  that  it  is  going  to  take  us  approxi- 
mately 18  months  to  install  the  software  and  move  to  a  best  prac- 
tices environment  for  travel. 

Senator  COHEN.  You  say  18  months? 

Mr.  Appel.  Eighteen  months,  throughout  the  Tenneco  North 
American  operation.  That  is  from  design  to  installation  of  software, 
to  having  all  of  our  businesses  operating  pursuant  to  the  new  sys- 
tem. 

Senator  COHEN.  That  is  because  you  have  already  identified  the 
major  problems  within  your  system? 

Mr.  Appel.  Yes,  sir.  We  have  identified 

Senator  COHEN.  We  heard  testimony  before  about  giving  Dr. 
Hamre  and  the  DOD  about  a  year  in  which  to  identify  the  nature 
of  the  problems  they  have  to  deal  with  and  then  start  the  re-engi- 
neering at  that  point.  You  have  already  done  that. 

Mr.  Appel.  We  have  identified  the  problems,  and  obviously,  the 
scale  is  a  little  different  between  DOD  and  Tenneco.  But  what  we 
decided  to  do  was  not  to  study  the  issues  to  death,  but  to  get  a 
broad  appreciation  for  the  opportunity  that  existed  and  just  move 
very  quickly  to  make  the  changes  that  were  obviously  necessary  to 
our  process. 

We  have  thoroughly  and  critically  evaluated  the  shared  services 
concept  to  determine  its  value  for  the  Tenneco  organization.  Even 
with  our  diverse  lines  of  business  and  cultures,  the  answer  to  this 
question  is  a  resounding  yes.  We  view  shared  services  as  an  essen- 
tial initiative  that  will  help  us  take  a  quantum  leap  in  lowering  our 
operating  costs  and  improving  our  performance.  Recognizing  these 
benefits,  we  are  moving  aggressively  to  implement  the  concept 
across  our  organization. 

But  the  concept  doesn't  only  apply  to  Tenneco  or  industry.  I  be- 
lieve it  has  broad  applicability  that  you  may  find  helpful.  And  I 
hope  that  I  have  given  you  some  points  that  will  be  beneficial  to 
your  analysis,  and  I  thank  you  for  the  opportunity  to  share  Ten- 
neco's  experiences  with  you  today.  We  would  be  more  than  pleased 
to  assist  you  in  your  efforts  in  any  mutually  agreeable  fashion  as 
we  move  forward. 

Senator  Cohen.  Thank  you  very  much,  Mr.  Appel.  I  have  just  a 
couple  of  questions  for  both  of  you. 

Mr.  Scarfo,  talk  in  terms  of  time  and  feasibility  when  you  talk 
about  the  recommendation  for  the  Defense  Department.  What  do 
you  estimate  would  be  a  reasonable  time  to  accomplish  the  kind  of 
goals  that  you  have  been  talking  about  for  the  private  sector? 

Mr.  SCARFO.  Well,  in  the  case  of  the  card  program,  most  of  it  is 
in  place.  It  is  a  question  of  expanding  the  existing  account  relation- 
ship. 

As  you  may  know.  Senator  Cohen,  we  have  quite  a  staff  here  in 
Washington,  D.C.,  headed  by  our  general  manager,  that  would  be 
happy  to  meet  with  you  or  whoever  you  designate  on  the  specifics 
of  that  type  of  implementation  or  the  expansion  of  that. 

Senator  Cohen.  Better  than  me,  with  Dr.  Hamre,  who  is  sitting 
two  rows  behind  you. 

Mr.  Scarfo.  OK.  That  is  quite  possible,  and  it  is  quite  doable. 
You  know,  certainly  from  our  side  of  it,  for  the  card  program  it  is 
doable  within  a  matter  of  months.  I  think  my  sub-panel  here  would 
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agree  with  that.  Is  that  reasonable?  OK,  good.  I  don't  want  to  get 
anyone  in  trouble. 

Senator  COHEN.  What  has  been  your  experience  since  you  got  the 
contract  last  year?  You  obviously  have  to  comply  with  Federal  reg- 
ulations as  well.  What  has  been  the  experience  of  American  Ex- 
press in  dealing  with  the  Federal  regulations?  Have  you  made  an 
analysis  of  the  additional  costs  that  are  involved? 

Mr.  SCARFO.  Senator,  you  have  to  understand.  My  expertise  is  in 
the  private  sector,  and  I  have  been  consulting  with  Fortune  500 
and  Fortune  1000  companies  for  over  16  years,  both  domestically 
and  internationally. 

The  extent  of  my  interaction  with  the  Federal  Government  has 
been  a  2-hour  session  with  the  DOD  travel  re-engineering  group. 
I  have  talked  with  and  met  with  Ben  Jordan  on  the  GAO  side  and 
the  auditing  side  and  gave  him  some  input  on  some  of  these  ref- 
erences that  I  am  leaving  for  your  panel. 

I  am  not  as  familiar  with  the  Federal  Government  card  program 
in  order  to  be  able  to  answer  that  question  for  you,  but  certainly 
our  people  would  be  glad  to  get  together  with  you  on  that. 

Senator  Cohen.  Mr.  Appel,  you  indicated,  I  think,  that  it  was  the 
$1.6  million  figure  that  caught  your  attention  or  that  of  your  supe- 
riors, and  you  say  this  is  perhaps  the  tip  of  the  iceberg  here  be- 
cause we  are  only  looking  at  a  very  narrow  segment.  Is  that  what 
propelled  this  undertaking  on  your  part? 

Mr.  Appel.  Yes,  sir.  We  studied  a  broad  range  of  metrics 
throughout  our  organization.  Obviously,  our  study  is  not  focused 
only  on  travel  voucher  processing.  We  decided  to  engage  our  study 
in  a  statistically  valid  manner  so  as  not  to  go  out  to  every  plant 
and  have  to  tap  every  system  within  our  organization. 

When  we  measured  the  cost  to  process  an  expense  report,  we 
also  measured  in  a  variety  of  other  ways.  It  was  rather  alarming 
to  us  that  we  were  worse  than  our  average  colleagues. 

What  Tenneco  is  trying  to  do  is  move  toward  world-class  per- 
formance levels.  Obviously,  the  focus  of  our  business  is  not  on  proc- 
essing travel  vouchers.  Our  customers  really  don't  care  how  much 
it  costs  to  process  a  travel  voucher.  What  they  care  about  is  the 
cost  of  the  products  and  services  that  we  deliver  to  the  market- 
place. 

These  kinds  of  processes  that  are  invisible  to  the  marketplace 
simply  have  to  be — the  costs  have  to  be  minimized,  and  this  is  the 
most  swift  fashion  and  way  in  which  to  accomplish  it. 

Before  I  move  on,  I  would  like  to  clarify  a  comment  that  I  offered 
to  you  before  about  18  months.  The  reason  it  is  taking  18  months 
to  install  this  process  is  that  we  are  focused  on  a  bevy  of  other 
processes  simultaneously.  If  we  were  to  focus  on  travel  and  expense 
voucher  processing,  we  could  do  that  in  a  considerably  shorter 
timeframe  than  18  months.  But  we  are  redesigning  a  lot  of  our 
staff  and  support  functions  simultaneously. 

Senator  Cohen.  That  is  a  good  point.  Is  that  something  that  the 
Federal  Government  should  be  doing  as  well?  In  other  words,  we 
would  just  be  looking  at  travel  vouchers  and  travel  expenses. 
Should  we  be  taking  a  broader  look  as  we  are  going  through  the 
re-engineering?  Are  there  other  things  that  you  are  looking  at  dur- 
ing this  18-month  timeframe?  What  are  the  things  that  you  are  ex- 
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amining  that  cause  it  to  be  18  months  as  opposed  to  a  couple  of 
months? 

Mr.  Appel.  For  example,  we  are  redesigning  our  entire  financial 
accounting  and  reporting  process,  of  which  travel  expense  is  just 
one  module.  I  am  unqualified  to  suggest  the  tie-ins  of  the  Govern- 
ment's other  systems.  I  am  sure  there  are  opportunities  for  im- 
provement in  other  areas,  but  what  I  am  suggesting  is  that  as  we 
redesign  our  entire  financial  organization,  that  is  an  18-month 
timeframe,  of  which  travel  and  expense  is  just  one  module. 

Senator  Cohen.  But  you  think  you  can  get  from  $10.41  down  to 
$2.70  per  voucher  once  this  new  system  is  in  place? 

Mr.  Appel.  Yes,  sir.  And  if  we  don't,  next  time  Tenneco  testifies, 
I  will  not  be  sitting  in  front  of  you.  [Laughter.] 

Senator  COHEN.  I  hope  that  I  will  be  sitting  here  in  front  of  you 
at  that  particular  time. 

Mr.  Appel.  As  do  I. 

Senator  COHEN.  We  have  Dr.  Hamre  here  who  will  be  testifying 
momentarily.  I  will  ask  both  of  you,  is  there  any  conceivable  jus- 
tification fi-om  your  point  of  view  that  we  should  have  one  system 
for  the  Air  Force,  one  for  the  Navy,  one  for  the  Army,  one  for  the 
Marine  Corps?  Should  there  be  any  dispute  over  the  need  or  desir- 
ability of  uniformity  in  terms  of  these  systems? 

Mr.  SCARFO.  In  my  opinion,  a  travel  process  is  a  travel  process 
is  a  travel  process,  and  it  should  work  equally  as  well.  But  I  under- 
stand in  today's  environment  that  even  within  the  services  and 
among  the  services,  there  are  a  lot  of  variations  in  procedures  and 
so  forth.  If  you  can  overcome  that,  the  processing  of — you  are  not 
in  the  business  of  travel.  You  travel  to  get  your  business  done.  So 
the  process  should  be  the  same  regardless  of  what  branch  or  serv- 
ice or  what  arm  of  Government  we  are  talking  about,  in  my  opin- 
ion. 

Mr.  Appel.  I  can't  think  of  any  reason  why  there  needs  to  be  any 
more  than  one  process.  I  don't  see  any  difference  between  Air  Force 
versus  the  Navy  and  our  divisions  having  different  processes. 

Senator  Cohen.  My  understanding  is  that  Tenneco  is  going  to 
allow  its  employees  a  good  deal  of  autonomy  in  terms  of  making 
a  decision  as  to  when  to  travel.  Is  that  right? 

Mr.  Appel.  That  is  right,  Mr.  Chairman.  In  fact,  that  is  true  in 
some  of  our  businesses  today,  but  not  all  of  them. 

Senator  Cohen.  What  kind  of  oversight  mechanism  do  you  have 
to  make  sure  that  someone  isn't  taking  the  travel  or  padding  the 
travel? 

Mr.  Appel.  Well,  we  expect  that  our  executives  have  knowledge 
of  what  their  subordinates  are  doing  on  a  day-to-day  basis,  so  that 
if  one  of  my  folks  were  traveling,  we  probably  have  discussed  it  in 
advance. 

The  control  is  the  approval  of  the  expense  voucher.  At  the  end 
of  the  day,  when  I  submit  my  expense  report  to  my  boss,  who  may 
not  have  knowledge  of  my  particular  whereabouts  on  a  day-to-day 
basis,  if  he  or  she  does  not  agree  with  the  traveling  that  I  have 
done,  then  I  will  be  paying  for  it  myself.  And  I  think  that  is  a  very 
strong  control  over  the  system. 

I  have  worked  in  more  than  one  business  within  the  Tenneco  or- 
ganization. For  example,  in  our  defense  business,  there  are  a  num- 
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ber  of  different  authorizations  that  are  required  in  order  to  travel, 
which  is  time-consuming  and  costly  and,  I  think,  totally  unneces- 
sary. And  it  sounds  a  lot  like  some  of  the  procedures  that  I  heard 
described  this  morning.  In  some  of  our  other  more  commercially 
oriented  enterprises,  the  process  has  been  highly  simplified  and 
permits  a  lot  more  latitude  on  the  part  of  the  employee.  The  control 
is  at  the  hind  end. 

Senator  COHEN.  It  is  one  of  the  problems,  I  think,  that  every 
agency  and  every  private  sector  company  faces.  You  don't  want  to 
spend  dollars  to  save  pennies,  or  millions  in  this  particular  case  or 
perhaps  even  billions  to  prevent  fraud.  On  the  other  hand.  Dr. 
Hamre  doesn't  want  to  come  before  me  or  Senator  Levin  or  some- 
body else  and  we  say,  you  mean  you  didn't  conduct  an  audit?  You 
mean  there  is  10  percent  being  lost  or  15  percent  being  lost 
through  padded  expenses  accounts,  and  you  have  no  system  to 
check  that?  Then  we  go  after  him  and  say  he  hasn't  been  doing  his 
job. 

That  is  one  of  the  fears  that  I  think  has  built  this  system,  the 
fear  that  they  have  got  to  be  accountable  to  Congress,  which  is  ac- 
countable to  the  American  people.  The  fear  is  that  someone  will  say 
you  haven't  done  your  job  in  making  sure  that  someone  isn't  either 
padding  their  travel  vouchers  or  taking  unnecessary  trips.  The 
whole  system  has  grown  so  big  and  rigid  out  of  fear  that  they  will 
be  coming  before  a  congressional  committee  to  explain  why  there 
hasn't  been  a  detection  of  waste. 

Apparently,  there  has  been  an  agreement  with  GAO.  DOD  now 
agrees  that  going  to  a  best  practices  system  will,  in  fact,  achieve 
the  goals  of  saving  money  and  of  hopefully  deterring  and  detecting 
fraud  and  abuse  should  it  occur. 

Mr.  SCARFO.  Senator  Cohen,  may  I  add  something  to  that?  My 
experience  has  been  that  a  lot  of  companies  still  do  a  100-percent 
audit;  that  is,  they  look  at  every  single  expense  report.  My  advice 
to  them  is:  What  percent  of  policy  exceptions  are  you  finding?  And 
to  what .  extent  are  those  policy  exceptions  really  something  that 
you  need  to  be  concerned  about? 

For  example,  part  of  our  analysis  when  we  go  in  and  consult  with 
a  company  is  to  take  a  look  at  the  expense  reports,  because  there 
is  a  difference  between  what  the  written  policy  says  and  what  man- 
agement believes  is  going  on  and  then  what  we  call  reality,  and 
that  reality  is  looking  at  the  expense  reports  and  then  comparing 
it  to  policy. 

If  you  are  doing  a  100-percent  audit,  that  is,  you  are  auditing 
every  expense  report,  and  you  only  have  less  than  a  10-percent 
catch  factor  that  are  policy  exceptions,  and  of  those  10  percent,  80 
percent  of  those  because  you  have  a  weekly  reporting  requirement 
and  they  turned  it  in  2  or  3  days  after  the  report,  then  that  is  neg- 
ligible. That  is  when  you  are  chasing  dollars  for  pennies. 

So  I  asked  them  to  look  at  that,  and  if  they  are  in  that  level, 
then  they  can  go  back  to  a  scaled-back  approach  on  the  audit  and 
not  advise  the  travelers  so  that  the  travelers  are  unaware  of  it  and 
yet  they  will  consistently — and  then  periodically  they  can  go  back 
and  check  a  bigger  sample  if  they  like. 

The  other  issue  is  about  fraud — and  that  has  been  mentioned 
two  or  three  times  here.  In  my  16  years'  experience,  there  will  be 
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1  to  2  percent  out  of  any  employee  population,  public  or  private 
sector,  that  will  try  to  beat  any  system  that  you  put  in  place,  no 
matter  how  foolproof  you  think  it  is. 

So  if  we  are  managing  the  process  for  those  1  or  2  percent,  then 
I  think  we  are  overstating  the  case. 

Senator  Cohen.  Does  the  private  sector  develop  a  computerized 
profile  in  terms  of  when  to  conduct  a  random  audit,  Mr.  Appel?  In 
other  words,  something  pops  up  on  the  computer  screen  saying  this 
doesn't  ring  quite  right,  we  had  better  take  a  look. 

Mr.  Appel.  Yes,  we  have  something  that  is  similar  to  that,  but 
not  quite  like  IRS  uses.  We  have  identified  certain  areas  of  the 
company  where  issues  are  more  likely  to  take  place,  aside  from  our 
shipbuilding  operation,  where  we  obviously  do  100-percent  audit. 
We  focus  on  those  and  then  do  statistical  samples  in  other  areas, 
and  we  have  found  that  to  be  all  that  we  need. 

Senator  COHEN.  To  come  back  to  Mr.  Scarfo,  I  assume  that  if  the 
vast  majority  of  the  employees  knew  that  there  wasn't  really  some 
kind  of  a  system  watching  and  waiting  to  detect  fraud  or  abuse  or 
waste,  that  1  or  2  percent  would  climb  much  higher,  would  it  not? 

Mr.  Scarfo.  It  may.  But,  obviously,  you  have  two  checkpoints 
that  are  very  critical.  One  is  the  approval  authority.  That  is  the 
front-line  person  that  that  traveler  reports  to.  And  there  is  some- 
thing that  overrides  that,  and  I  think  Matthew  alluded  to  it.  There 
are  budget  considerations.  In  some  companies,  not  only  do  they  al- 
locate their  travel  expense  by  department,  but  sometimes  they  do 
it  by  individual  to  make  the  individual  accountable.  So  that  is  an- 
other technique. 

So  you  have  the  front-line  approval  authority,  and  overriding 
that  is  his  or  her  budget  that  they  are  concerned  with.  And  then 
you  have,  in  accounts  payable  or  whatever  function  you  call  it, 
someone  else  doing  a  review  of  the  expense  report  separate  from 
the  approval  authority,  and  then  you  have  periodic  internal  and  ex- 
ternal audits. 

So  there  are  a  number  of  ways  that  if  an3rthing  is  detected,  then 
you  could  either  move  up  the  frequency  or  provide  feedback  to  de- 
partment management. 

Senator  COHEN.  Mr.  Appel,  just  one  final  point.  You  indicated 
you  could  go  to  off-the-shelf,  commercially  available  technology 
right  now  in  order  to  modernize  your  systems.  I  will  have  to  re- 
serve that  question  for  Dr.  Hamre  to  see  whether  or  not  that  would 
be  true  for  the  DOD  as  well,  because  we  have  found  over  the  years 
that  the  Department  tends  to  acquire  unique  systems  which  are  ex- 
pensive. They  may  be  unnecessary;  they  may  be  gold-plated.  We 
have  tried  to  move  the  Department  toward  the  direction  of  buying 
off-the-shelf,  commercially  available  technology.  Are  you  in  a  posi- 
tion to  comment  as  to  whether  you  feel  that  what  is  available  today 
could,  in  fact,  be  utilized  by  the  Department? 

Mr.  Appel.  I  believe  it  probably  has  applicability.  I  am  not  in  a 
position  to  comment  as  to  whether  it  can  handle  the  volume  of 
transactions  that  would  be  required  in  that  scale  of  operation,  but 
I  can  tell  you  that  it  has  best  practices  designed  into  the  software 
that  forces  an  organization  to  standardize  and  allows  for  the  ac- 
complishment of  the  kind  of  savings  that  I  see  up  on  the  wall  here. 
That  is  why  we  are  moving  very  swiftly. 
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We  have  also  found  that  constructing  software  not  only  is  too 
costly  but  it  allows  for  too  much  flexibility  on  the  part  of  the  orga- 
nization. And  what  we  are  really  driving  toward  is  standardization. 
That  is  where  the  cost  savings  are. 

Senator  Cohen.  Mr.  Scarfo? 

Mr.  Scarfo.  Just  one  additional  point,  if  I  may,  Senator  Cohen. 
We  talk  about  travel  policies,  and  I  see  that  1,357  pages  of  travel 
policy  for  DOD  or  perhaps  the  combined  services.  I  don't  know.  In 
my  private  experience,  I  went  to  a  very  large  company — obviously, 
I  can't  name  their  name — in  the  telecommunications  industry  that 
had  over  3,000  pages  of  policies  in  their  nine  subsidiaries.  So  take 
heart.  There  is  opportunity  because  they  channeled  it  down  to  one 
document,  and  they  rewrote  it  within  a  week,  and  they  got  it  out 
and  made  certain  requirements. 

As  an  example,  what  we  do  and  what  many  other  corporations 
do,  our  travel  policy  is  23  pages  long,  and  most  people  do  not  want 
to  carry  it  around.  But  we  have  provided  them  with  a  travel  guide 
that  the  traveler  takes  on  the  road  with  them  that  has  all  of  the 
key  policy  issues  as  well  as  negotiated  rates  with  vendors  and  so 
forth,  as  well  as  some  other  issues,  and  this  type  of  technique  could 
be  applicable,  I  would  hope,  to  the  Government  as  well. 

Senator  Cohen.  Does  that  mean  that  the  people  who  are  accom- 
panying the  President  on  a  helicopter  or  Air  Force  One  carrying 
those  big  black  bags  are  carr3ring  these  documents  here?  [Laugh- 
ter.] 

Mr.  Scarfo.  I  refuse  to  answer  that  question. 

Senator  CoHEN.  I  want  to  thank  both  of  you.  Your  testimony  will 
be  included  in  full.  We  appreciate  very  much  the  information  and 
your  sharing  it  with  us.  And  it  will  be  very  helpful  to  us  and  to 
the  department  and  other  Government  agencies.  Thank  you. 

Mr.  Appel.  Thank  you,  Senator  Cohen. 

Senator  COHEN.  Finally,  I  would  like  to  welcome  our  last  panel 
of  witnesses.  First,  we  have  Under  Secretary  of  Defense,  Comptrol- 
ler, John  Hamre,  who  is  accompanied  by  Karen  Alderman,  and 
James  Devine,  the  Deputy  Director  for  Support  Services  for  the  Na- 
tional Security  Agency. 

STATEMENT  OF  JOHN  J.  HAMRE,i  UNDER  SECRETARY  OF  DE- 
FENSE (COMPTROLLER),  DEPARTMENT  OF  DEFENSE;  AC- 
COMPANIED BY  KAREN  ALDERMAN  AND  NICK  TIMENES 

Dr.  Hamre.  Thank  you,  Mr.  Chairman,  good  morning. 

Senator  Cohen.  Good  morning.  Dr.  Hamre. 

Dr.  Hamre.  Thank  you,  for  the  invitation  to  come  today.  May  I 
also  ask  if  Nick  Timenes  could  join  us?  He  was  Karen's  co-conspira- 
tor in  our  reengineering  and  if  there  are  questions  that  come  up 
from  the  entitlement  side,  it  would  be  helpful  for  him  to  be  here. 

I  appreciate  your  willingness  to  let  Karen  sit  this  close,  she  has 
never  thrown  her  voice  more  than  four  feet  before,  and  I  need  her 
closer  than  she  is.  As  is  the  case  for  most  political  appointees,  I  am 
simply  the  spokesman  or  the  mouth-piece  for  it,  she  has  the  exper- 
tise. 


'The  prepared  statement  of  Dr.  Hamre  appears  on  page  87. 
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May  I  begin,  sir,  by  first  saying  a  great  deal  of  credit  for  this 
rests  squarely  with  you.  You  sent  us  a  letter  about  8  months  ago 
that  raised  a  lot  of  pretty  tough  questions  about  the  travel  process, 
and  it  led  us  to  ask  some  pretty  tough  questions  internally. 

It  was  the  start  of  what  I  think  is  a  good  news  story  today  in 
that  this  is  one  of  those  few  times  when  I  think  we  are  on  the 
front-end  of  a  problem  because  you  promoted  us  to  get  going  on  it 
about  a  half  a  year  ago.  I  would  like  to  report  on  that. 

I  am  going  to  ask  Karen  to  say  a  few  things,  but  before  I  do  that, 
I  do  want  to  express  one  point.  The  scope  and  complexity  of  travel 
for  the  Department  of  Defense  is  probably  at  least  an  order  of  mag- 
nitude greater  than  anything  that  is  experienced  in  the  private  sec- 
tor. I  endorse  ever3^hing  I  heard  today,  but  people  have  to  under- 
stand travel  for  us  is  a  great  deal  more  complicated. 

Complexity  is  everything — we  mxay  have  70-or-80  air  crews  that 
are  at  any  place  around  the  globe  today  with  the  military  airlift 
command  that  have  to  accommodate  emergency  conditions. 

It  is  not  just  a  case  of  having  to  ship  a  tired  old  comptroller 
around  to  get  him  to  talk  at  conferences,  we  are  moving  operational 
units  around  and  they  have  to  be  at  a  certain  spot  on  a  certain  day. 
This  is  moving  800  people,  and  they  have  to  show  up  at  the  same 
place  at  the  same  time. 

We  move  spooks  around  the  country. 

Senator  Cohen.  Excuse  me?  [Laughter.] 

Dr.  Hamre.  So,  again  it  is  the  complexity  of  our  operations.  We 
process  700,000  travel  vouchers  a  month.  I  mean  it  is  just  astound- 
ing the  complexity.  We  have  3,200  voucher  processing  clerks.  It  is 
an  astoundingly  large  and  complex  process.  I  need  to  mention  that 
up  front.  Everything  I  have  heard  today  I  agree  with.  It  is  going 
to  take  us  a  little  bit  of  time  to  get  it  done,  but  I  do  want  to  let 
you  know  we  are  well  down  the  road,  through  your  efforts  in  get- 
ting us  going. 

You  have  at  your  desk  that  large  stack  of  regulations.  This  is  the 
new  regulation. 

Senator  Cohen.  Would  you  like  to  hand  that  to  me  so  that  I  can 
hold  it  up? 

Dr.  Hamre.  This  was  done  over  a  40-day  period.  It  was  done  by 
Karen  and  Nick.  We  have  redone  our  travel  guidelines.  That  is  16 
pages  long  and  that  will  govern  all  TDY  travel  for  the  Department 
of  Defense. 

Senator  COHEN.  Actually  you  are  in  error.  It  is  10  pages  long. 

Dr.  Hamre.  I  am  sorry,  well,  thank  you.  But  we  are  serious 
about  this.  You  put  it  to  us  and  we  have  acted;  this  is  very  impor- 
tant for  us. 

Senator  COHEN.  What  I  want  to  know  is,  is  this  10-page  docu- 
ment supplemented  by  all  of  these  regulations  over  here?  [Laugh- 
ter.] 

Dr.  Hamre.  No,  sir.  I  will  tell  you  what  we  realized  when  we  got 
into  the  reengineering  was  that  you  could  not  start  by  trying  to 
patch  and  fill  around  this  massive  structure  of  rules  and  regula- 
tions that  has  been  built  up  over  the  years. 

You  really  have  to  start  over  again.  What  I  would  like  to  do,  if 
it  is  all  right  with  you,  sir,  is  I  would  like  to  have  Karen,  very 
briefly,  describe  what  we  learned,  what  she  and  Nick  learned  when 
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they  were  doing  the  evaluation.  I  would  then  like  to  go  through 
what  I  call  the  10  commandments  for  our  new  travel  system. 

Karen,  let  me  turn  it  over  to  you,  first. 

Ms.  Alderman.  We  did  do  quite  a  bit  of  benchmarking  and  we 
looked  at  our  process  versus  best  in  class.  We  learned  a  few  les- 
sons. 

One  is  that  the  best  in  class  companies  have  a  simple  published 
travel  policy  that  you  can  read  and  understand  in  20  minutes.  That 
compared  with  our  Joint  Travel  Regulation  and  Joint  Federal  Trav- 
el Regulation  which  had  230  pages  specifically  devoted  to  tem- 
porar}'^  duty  travel.  And  that,  as  you  well  know,  is  the  tip  of  the 
iceberg. 

Best  practice  is  that  traveler's  supervisors  authorize  and  approve 
expenses  and  manage  and  monitor  travel  budget  use.  That  is  a  few 
steps  in  a  short  chain,  ours  had  many  steps,  and  multiple  oversight 
processes. 

Best  practice  is  that  all  traveler  arrangements  are  made  by  full 
service  commercial  travel  offices.  They  provide  one-stop  shopping 
for  the  traveler,  and  they  help  them  when  they  are  on  the  road 
through  1-800  numbers. 

Ours  are  multiple  sources  for  services  and  it  is  up  to  the  traveler 
or  administrative  support  to  figure  it  out.  Best  corporate  practice 
is,  as  you  have  heard,  maximum  use  of  corporate  travel  cards. 
Companies  use  travel  card  management  information  to  track  and 
manage  their  travel  budgets. 

In  our  system,  as  of  last  summer,  about  16  percent  of  our  total 
force  had  travel  cards  issued  to  them,  and  of  those  travel  cards, 
only  about  one  in  four  had  any  expenses  charged  to  them.  So  we 
are  not  quite  there  yet,  but  we  are  moving  in  that  direction. 

Best  corporate  practice  is  automated  computation  of  travel  ex- 
penses with  policy  built  into  the  software  for  automated  parameter 
checks.  Audits  are  random  and  exceptions  to  policy  based.  Our  sys- 
tem is  to  review  everything  with  minimum  system  tools.  So  it  is 
a  very  manual  process. 

Best  practice  is  two-to-5  days  reimbursement  using  electronic 
funds  transfers  as  the  medium  for  reimbursement.  A  lot  of  good 
companies  use  split  disbursement  with  payment  to  the  travel  card 
directly.  We  collected  data  out  in  the  field  and  our  folks  report  to 
us  that  on  average  it  takes  more  than  15  days  to  get  reimbursed; 
there  was  one  very  good  base  in  there  where  it  took  four  days.  So 
with  that  one  out,  our  average  goes  up. 

Regarding  the  cost  of  administration,  you  had  the  best  expert, 
American  Express  Travel  Services,  tell  you  that,  on  average,  of  the 
companies  they  survey,  over  1,800,  have  10  percent  indirect  costs 
to  direct  costs.  In  very  good  companies  it  is  down  to  5  or  6  percent. 

We  were  able  to  document  that  we  spend  at  least  15  percent  of 
every  direct  dollar  in  administration,  and  we  could  estimate  up  to 
30  percent,  and  that 

Senator  COHEN.  That  could  go  as  high  as  40  or  45  percent  if  you 
take  in  lost  hours  of  productivity  and  the  6  hours  to  fill  out  the  pa- 
perwork? 

Ms.  Alderman.  Time-and-line,  yes. 

Dr.  Hamre.  Let  me,  if  I  can,  very  quickly  go  then  to  the  next 
chart.  I  would  like  to,  very  briefly,  describe  what  I  call  the  10-key 
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features,  or  shall  I  say,  the  ten  commandments  for  our  new  travel 

system. 

I  would  like  to  describe  what  is  behind  them.  I  think  it  is  a  very 
important  thing  to  note.  First,  we  are  sajdng  that — and  that  is  not 
motherhood — the  travelers  commanders,  and  supervisors  are  hon- 
est and  responsible.  That  is  really  the  centerpiece  of  the  re- 
engineering  effort. 

I  heard  you  say,  and  I  agree  with  what  you  said,  Senator,  that 
we  started  with  a  system  designed  to  implement  honest  practices, 
and  it  has  transmogrified  into  a  system  to  kind  of  cover  your  butt. 

We  have  relied  on  faceless,  honest  and  hard-working,  but  faceless 
clerks  in  remote  locations  to  be  the  first  line  of  defense,  rather  than 
supervisors.  There  is  not  a  supervisor  out  there  that  does  not  know 
where  he  has  a  problem  child,  as  far  as  a  person  who  might,  you 
know,  clip  the  rules. 

So  the  centerpiece  of  this  new  system  is  where  you  count  on  the 
traveler,  the  commander,  and  the  supervisor;  they  are  responsible 
people.  They  are  both  capable  and  honest,  but  they  are  also  respon- 
sible and  that  is  the  first  line  of  defense. 

I  couple  that  with  No.  2,  which  is  the  supervisor  has  to  control 
the  budget.  I  heard  our  colleagues  and  travel  partners  from  Amer- 
ican Express,  who  are  working  with  us  on  the  travel  cards,  say 
that  one  of  the  first  things  you  have  to  do  have  a  price  penalty  if 
you  do  not  watch  your  people.  A  supervisor  has  to  have  a  budget, 
and  if  he  is  going  to  let  his  people  fritter  away  their  budget  by  not 
policing  them,  he  is  not  going  to  get  his  mission  done.  So  it  goes 
hand-in-hand.  If  we  give  him  the  responsibility,  he  has  to  have  the 
budget. 

Clear,  simple  rules.  As  I  said,  our  guideline  was  to  get  under  10 
pages.  I  think  in  the  guidelines  to  the  staff  we  have  it  under  10 
pages. 

Senator  COHEN.  This  says  summary. 

Dr.  Hamre.  That  is  a  summary,  yes,  sir.  The  whole  thing  is  16 
pages. 

Can  we  put  our  complete  policy  in  the  record? 

Senator  COHEN.  How  many  pages? 

Dr.  Hamre.  It  is  a  total  of  16  pages. ^  That  is  the  summary,  but 
this  is  the  policy. 

You  asked  should  we  have  one  system,  multiple  systems?  There 
should  only  be  one  system  and  that  is  maximum  use  of  commercial 
services.  We  are  saying,  one-stop  shopping  at  commercial  travel  of- 
fices. That  is  the  centerpiece. 

Senator  COHEN.  They  do  the  booking  for  the  hotels,  the  cars? 

Dr.  Hamre.  Yes,  sir,  everything.  And  when  they  produce  that 
should-cost  estimate,  up  front  for  that  trip,  that  becomes  the  travel 
order  that  the  supervisor  signs  that  authorizes  the  person  to  take 
the  trip.  It  also  becomes  the  travel  voucher  when  they  return. 

Senator  Cohen.  And  they  use  the  credit  card  or  their  own  cash? 

Dr.  Hamre.  Yes,  sir,  and  that  is  commandment  No.  9.  As  I  said, 
the  whole  thing  will  be  on  one  sheet  of  paper.  That  one  sheet  of 
paper  becomes  the  should  cost  estimate  that  the  boss  looks  at  and 
says,  that  is  travel  that  is  worth  taking.  He  signs  it  and  that  be- 


1  See  pages  187-202. 
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comes  the  travel  order.  When  it  comes  back  he  makes  amendments 
to  it,  he  signs  it  again,  and  that  becomes  the  voucher.  We  pay  off 
of  that  one  sheet  of  paper. 

Right  now,  we  are  chpping  hundreds  of  pieces  of  paper  together 
and  making  five  copies.  You  know,  we  are  just  swamped  in  paper 
right  now,  so  that  is  a  very  key  process. 

Senator  COHEN.  Actually,  passing  along  by  hand  from  var- 
ious  

Dr.  Hamre.  Yes,  sir,  absolutely. 

Senator  Cohen  [continuing].  Offices  to  offices. 

Dr.  Hamre.  That  is  why  we  have  an  equivalent  of  a  division's 
worth  of  people,  as  you  said,  guarding  an  ATM  machine.  But  they 
are  right  now  marching  around  to  every  little  office  trying  to  get 
all  that  paper  assembled  and  every  step  cleared.  It  is  wasting  peo- 
ple's time,  and  we  do  not  need  to  do  that. 

\VTien  I  say  eliminate  bureaucratic  burdens  on  travelers,  right 
now  if  I  send  Karen  out  to  go  to  study  some  project  in  the  field  and 
she  wants  to  stay  in  a  hotel,  the  first  thing  she  has  to  do  is  go  to 
a  base.  If  she  is  a  military  person,  she  must  get  a  certification  that 
there  is  no  space  available  on  that  post. 

Now,  if  you  cannot  book  that  electronically  we  are  wasting  that 
traveler's  time.  So  we  are  saying  no  more  of  these  paper  burdens 
that  we  are  putting  on  the  traveler.  Book  it  electronically  or  it  is 
not  a  problem  for  the  traveler;  he  does  not  have  to  comply  with  this 
certificate  of  non-availability. 

Senator  Cohen.  Let  me  go  back  now.  You  go  to  the  commercial 
travel  agency.  Does  the  travel  agency  call  up  the  local  barracks  at 
the  base  you  are  going  to  visit  and  say,  is  there  space  available; 
is  that  how  it  is  done? 

Ms.  Alderman.  Right  now,  two  of  the  services  have  the  Govern- 
ment billeting  on  commercial  reservations  system.  One  telephone 
call 

Dr.  Hamre.  It  is  central  already  for  the  Navy  and  for  the  Army. 
In  the  Air  Force,  you  still  have  to  go  to  individual  installations.  We 
have  started  kind  of  an  interim  process  where  that  is  going  to  be 
done  on  a  telephone  clearing  basis.  They  will  have  to  do  it  centrally 
through  a  CTO  when  we  get  done. 

When  I  say,  prompt  payment  by  the  Government  is  one  of  the 
commandments,  one  of  the  problems  we  have  in  our  current  system 
is  that  people  have  been  so  late  in  getting  paid  that  we  have  cre- 
ated a  cash-only  culture.  People  do  not  want  to  be  floating  loans 
to  their  Government  and  waiting  to  get  reimbursed. 

So  one  of  the  key  things  is  that  we  have  to  pay  them  promptly 
on  the  DOD  side.  We  are  going  to  pay  the  direct  deliverer  of  the 
goods  through  the  AMEX  card,  through  a  split  disbursement  and 
then  we  will  get  prompt  payment  to  the  traveler.  So  it  should  lower 
the  requirement  for  cash  in  our  system. 

Right  now,  you  have  to  produce  a  sheet  of  paper  for  darn  near 
everything  when  you  come  back  from  a  trip.  We  are  logging  that, 
storing  it,  filing  it,  trying  to  recover  it,  and  retrieve  it.  We  have 
over  800,000  unreconciled  travel  vouchers  that  are  6  years  old  in 
the  Department.  It  is  just  crazy. 

We  have  to  get  out  of  that  business  and  do  it  just  like  the  IRS 
does  for  taxes,  where  the  traveler  keeps  the  records.  You  keep  it 
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for  3  years,  just  like  your  tax  records.  We  will  come  back  if  there 
is  a  question.  If  it  indicates  there  is  a  problem,  we  are  going  to  ask 
you  to  document  your  travel. 

Senator  Cohen.  What  are  you  going  to  do  with  the  6  years  of 
backlogged  documents? 

Dr.  Hamre.  Sir,  I  am  wrestling  with  that  right  now.  I  am  in  dia- 
log with  the  Inspector  General  about  that.  The  average  voucher  is 
$300.  I  could  spend  $1,000  chasing  after  these  things,  but  it  is  be- 
yond the  period  when,  by  law,  we  even  have  to  retain  the  records. 
I,  personally,  think  it  is  not  worth  spending,  you  know,  a  lot  of 
money  trying  to  recover  that. 

But  I  have  to  work  that  process  out  with  the  IG.  I  will  come  back 
to  you,  if  I  may,  and  tell  you  what  our  recommendation  would  be, 
and  then  seek  your  guidance  on  it. 

Senator  COHEN.  Please. 

Dr.  Hamre.  We  are  going  to  best  industry  finance  practices.  That 
means  use  commercial  finance  tools  and  that  is  credit  cards.  We 
must  expand  the  use  of  credit  card  operations  in  the  Department. 

As  Karen  showed  you,  only  about  16  percent  of  our  travel  is  done 
on  credit  cards,  we  need  to  improve  that. 

Senator  COHEN.  Why  is  that? 

Dr.  Hamre.  Well,  I  think  there  are  several  reasons.  One  is  that 
a  lot  of  our  travelers  are  on  post,  and  in  the  past  messing  facilities 
did  not  take  credit  cards.  You  needed  cash  for  that. 

Only  recently  have  the  billeting  facilities  taken  credit  cards.  So 
before  that  time,  you  needed  cash.  That  is  part  of  the  reason. 

I  think  there  is — and  I  do  not  mean  this  to  sound  pejorative — 
but  there  is  a  certain  paternalism  in  the  services  that  does  not 
trust  young  recruits,  18-  and  19-year  old  recruits,  with  a  travel 
card. 

My  view  is  that  we  are  willing  to  issue  them  a  gun  or  a  heat- 
seeMng  missile,  so  we  ought  to  be  able  to  train  them  to  use  a  credit 
card.  But  we  have  to  work  those  issues  through. 

They  are  not  trivial  issues.  They  are  serious,  this  is  personal 
debt.  We  are  taking  young  kids,  who  have  a  piece  of  plastic  in  their 
pocket.  It  can  burn  a  hole  in  your  pocket  on  a  Saturday  night.  So 
we  have  to  work  that  to  make  sure  they  are  willing  to  use  it  re- 
sponsibly. 

Senator  Cohen.  If  DOD  does  not  pay  the  credit  card,  the  reim- 
bursement within,  let  us  say,  a  6-week  period  of  time  or  longer, 
who  gets  the  bill  for  the  interest  rate  on  the  American  Express? 

Dr.  Hamre.  Well,  we  pay  that,  when  we  are  late  in  paying  the 
traveler.  The  traveler  is  responsible  if  they  are  late  in  paying  it. 
So  there  is  a  time  difference  between  when  the  bill  is  closed. 

One  of  our  problems,  for  example,  is  extended  travel.  Some  serv- 
ices have  different  practices  on  the  partial  closure  of  a  trip.  If 
someone  is  in  a  location  for  6  months,  and  they  are  not  allowed  to 
submit  that  voucher  to  close  it  until  after  the  6  months,  they  will 
have  floated  the  Government  a  very  large  loan  before  they  get  re- 
imbursed. That  does  hold  down  peoples'  willingness  to  use  a  credit 
card,  when  they  have  to  pay  it  and  we  are  delayed  in  paying  them. 

We  have  a  lot  of  those  issues  that  we  have  to  work  out  and  we 
are  prepared  to  do  that.  I  think  split  disbursing  is  a  key  to  doing 
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that  so  that  we  can  pay  fairly  promptly  when  they  use  the  card. 
We  have  to  find  tools  to  encourage  people  to  use  the  cards. 

Finally,  as  I  say,  there  is  a  need  for  continuous  assessment  for 
improvement.  That  is  not  just  that  standard  thing  that  everybody 
puts  on  their  charts  these  days  about  reengineering  the  process. 
We  have  to  continually  monitor  to  make  sure  we  are  staying  cur- 
rent with  where  industry  is. 

We  cannot  be  bucking  the  tide  with  the  travel  system.  We  have 
to  be  going  with  the  tide.  That  means  we  are  going  to  have  to  be 
flexible  as  we  look  toward  the  future.  As  industry  and  the  travel 
industry  is  changing,  we  have  to  be  prepared  to  change  as  well.  We 
must  still  protect  the  Government's  interests. 

That  is  as  much  as  I  wanted  to  cover.  We  had  one  other  thing, 
did  we  not,  Karen? 

Ms.  Alderman.  Yes. 

Dr.  Hamre.  Could  you  go  to  the  next  chart,  please? 

We  want  to  show  you  what  you  asked  us  in  the  questions  con- 
cerning the  barriers  to  travel.  We  would  like  to,  very  briefly,  go 
through  that,  sir. 

Ms.  Alderman.  OK.  It  is  my  turn  to  talk  a  little  bit  about  what 
we  have  asked  GSA,  IRS,  and  the  GAO  for  help  on.  Basically  we 
wanted  to  eliminate  different  types  of  reporting.  For  instance, 
eliminate  purpose  of  travel  category  reporting.  We  want  to  pay  a 
flat  rate  of  75  percent  of  M  &  IE  on  the  day  you  leave  and  the  day 
you  come  back,  rather  than  have  to  document  the  minute  of  the 
day  you  leave  and  the  minute  of  the  day  you  come  back. 

We  want  to  vest  travel  expense  authority  in  an  authorizing  offi- 
cial for  local  travel  and  eliminate  actual  expense  computations 
after  the  fact.  We  want  that  done  up  front  by  the  CTO,  the  com- 
mercial travel  office. 

We  want  to  raise  the  receipt  threshold  to  $75.  It  is  currently  $25. 

We  want  to  minimize  detailed  reimbursement  rules.  For  in- 
stance, specific  reporting  on  tips  to  taxis  and  telephone  calls  where 
your  authorizing  official  has  to  document  every  telephone  call. 

We  would  like  to  eliminate  certain  requirements  having  to  do 
with  per  diem  at  55  percent  for  long-term  training.  We  want  the 
CTOs  to  book  the  best  value  up  front,  this  is  for  civilians. 

Then,  finally,  we  would  like  to  have  the  relief  of  the  airline  book- 
ings done  through  the  commercial  travel  office.  Have  the  policy  on 
frequent  flyer  miles  imposed  through  the  commercial  travel  office, 
rather  than  having  the  authorizing  officials  trying  to  police  some- 
thing where  they  do  not  have  the  information. 

That  is  all  we  have  asked  from  the  General  Services  Administra- 
tion. From  IRS,  we  have  asked  to  approve  the  threshold  for  re- 
ceipts at  $75,  for  purposes  of  accountable  plan.  That  was  the  tax 
issue  that  you  heard  earlier.  We  have  asked  the  General  Account- 
ing Office  to  accept  our  revised  documentation  procedures  having 
to  do  with  receipts,  levels,  and  also  the  travelers  maintaining  the 
receipts,  as  opposed  to  our  collecting  them. 

That  is  the  summary  of  what  we  have  asked  for. 

Dr.  Hamre.  My  sense  is  there  is  a  fairly  strong  consensus.  We 
appreciate  very  much  the  cooperation  we  have  received  from  the 
General  Accounting  Office  in  helping  us  with  this.  We  feel  that 
there  is  an  agreement  that  this  is  how  we  all  need  to  proceed. 
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I  asked  to  put  the  last  bullet  on.  It  is  a  little  different  than  what 
I  think  you  were  talking  about.  This  is  this  issue  of  trust.  I  think, 
sir,  it  gets  to  the  point  you  raised  earlier  which  is  that  in  the  past 
we  have  been  so  afraid  of  getting  criticized,  from  when  there  has 
been  an  injustice,  that  we  have  created  a  travel  system  designed 
to  catch  that  l-to-2  percent,  rather  than  for  the  average,  honest, 
decent,  hard-working  guy  who  is  not  trying  to  make  a  dollar  or  two 
off  of  a  travel  voucher. 

They  all  get  tired  of  listening  me  say  it,  but  we  designed  a  sys- 
tem trying  to  catch  that  guy  who  sleeps  in  his  car  and  submit  a 
voucher  for  the  Hotel  Pontiac.  But  that  is  by  far  the  exception,  you 
know.  And  the  best  way  to  catch  that  individual  is  not  with  a  huge 
stack  of  rules  and  regulations,  but  it  is  with  the  supervisor.  To  say 
your  budget  is  going  to  go  farther  if  you  watch  your  people. 

Now,  that,  we  think,  is  the  key.  And  we  are  going  to  have  to 
enter  into  a  partnership  with  the  Congress  and  with  GAO  and  oth- 
ers to  trust  us  to  set  up  a  system,  work  the  internal  controls,  have 
an  auditing  policy  that  is  in  place  so  that  this  new  system  will 
work.  We  must  see  it  does  not  get  shot  down  the  first  time  we  find 
there  is  a  bottom-feeder  out  there  who  is  taking  advantage,  and 
then  taking  it  back  to  the  old  way  of  doing  business. 

Senator  COHEN.  How  soon  do  you  intend  to  have  this  system  in 
place?  I  think  you  have  indicated  by  the  first  of  April? 

Dr.  Hamre.  Sir,  our  goal  was  first  of  all  to  have  the  new  entitle- 
ment in  place  by  the  first  of  April.  We  have  met  that.  The  next  step 
is  we  are  working  on  model  contracts,  so  that  we  will  go  to  com- 
mercial travel  offices  and  with  a  model  contract  and  say,  these  are 
the  services  that  you  will  have  to  provide  and  that  we  will  seek 
from  you. 

We  cannot  go  to  a  single  contract  system-wide,  because  we  are 
in  a  100  countries,  and  we  have  thousands  of  installations.  Frank- 
ly, we  would  rather  have  the  market  place  competing  for  better 
services.  But  there  will  be  a  baseline  model  of  what  we  want  it  to 
do. 

We  intend  to  start  this  summer  with  some  pilot  projects.  You  are 
going  to  hear  about  one,  very  shortly,  from  Jim  Devine.  We  are 
very  excited,  as  well,  that  the  Army  Forces  Command,  which  rep- 
resents all  of  the  field  Army  within  the  United  States — we  are  talk- 
ing about  hundreds  of  thousands  of  people — being  a  pilot  project, 
starting  this  summer. 

The  boundaries  that  I  heard  in  the  earlier  testimony  were  18 
months,  3  years.  We  are  in  that  band.  Karen  wants  me  to  say  3 
years,  and  I  want  to  say  18  months.  Obviously,  I  am  impatient.  I 
am  not  sure  I  am  going  to  be  here  3  years  from  now,  and  I  would 
like  to  see  something  done  while  I  am  still  here;  18  months  is  in 
that  horizon.  I  would  like,  very  much,  to  see  us  largely  be  on  our 
way  by  then. 

I  do  not  think  we  are  going  to  be  completely  converted,  but  we 
are  going  to  get  to  the  new  system  very  quickly. 

Senator  COHEN.  I  looked  at  those  charts  over  there  in  terms  of 
costs.  Do  you  intend  to  get  down  from  15-to-30  percent,  let  us  use 
the  high  side  of  30  percent  to  what  within  that  3-year  timeframe? 

In  other  words,  how  will  I  know  or  how  will  the  Committee  know 
what  you  have  accomplished;  how  will  we  measure  that? 
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Ms.  Alderman.  We  have  a  couple  of  targets  of  opportunity.  We 
know  that  we  have  about  3,200  travel  clerks  that  are  largely  re- 
entering data  and  redoing  the  system.  Those  cost  us,  we  estimate, 
$100  million.  That  is  one  large  target  of  opportunity  that  we  expect 
through  our  new  system  we  would  be  able  to  pare  down  signifi- 
cantly, although  we  will  still  have  to  have  some  random  audits.  So 
some  of  those  dollars  would  go  for  random  audits. 

In  addition,  we  estimate  that  about  $60  million  is  spent  on  rec- 
onciliation of  central  billing  account  airline  tickets.  That  is  another 
large  target  of  opportunity.  Those  are  costs  that  are  independent 
and  are  functionally  oriented  that  you  could  attack  through  process 
changes  that  we  have  designed. 

Other  types  of  costs  are  part  of  other  people's  jobs.  They  are  not 
principal  jobs.  Like  approving  a  travel  request,  that  is  part  of  my 
boss'  job.  He  is  not  going  to  go  away  when  we  reorganize  the  sys- 
tem. 

Dr.  Hamre.  Even  as  much  as  she  would  like  that. 

I  think  that  Senator  Levin  was  asking  some  questions  earlier 
about  this  army  of  people  that  are  working  on  it. 

Of  course,  we  are  talking  opportunity  costs,  not  direct  costs.  We 
are  talking  about  the  things  that  these  people  are  doing  rather 
than  their  job.  That  does  not  mean  we  can  fire  them  because  they 
are  not  going  to  be  spending  6  hours  of  their  week  working  on  a 
travel  voucher.  But  we  are  going  to  get  improved  productivity. 

It  is  a  remarkably  difficult  thing  to  show  up,  but  I  think  Karen 
has  indicated  the  key  ones  to  look  for.  We  want  to  have  fewer 
clerks.  We  have  3,200  of  them  right  now.  We  want  to  have  less  ex- 
penditures at  DFAS  on  reconciliation,  because  we  want  to  get  as 
much  of  the  financial  services  going 

Senator  COHEN.  Tell  me  what  you  mean  about  DFAS? 

Dr.  Hamre.  DFAS,  the  Defense  Finance  and  Accounting  Service. 
Right  now  they  are  the  ones  that  have  these  800,000  old  travel 
vouchers  that  they  inherited  from  the  services  when  DFAS  was  cre- 
ated 4  years  ago.  We  are  trying  to  figure  out  what  to  do  with  that. 
I  mean  we  have  to  figure  out  that  problem. 

Those  are  the  places  we  will  see  direct,  measurable  effect  early 
on.  Most  of  all  we  are  going  to  have  people  not  spend  all  their  time 
in  lines;  they  are  going  to  be  getting  their  job  done  instead. 

Senator  Cohen.  Deputy  Secretary  Deutch  issued  the  memo  that 
directed  that  travel  redesign.  The  directive  was  to  ensure  that  only 
core  functions  were  being  performed  in-house,  and  that  anything 
that  did  not  constitute  a  core  function  would  be  contracted  out. 
How  do  you  intend  to  integrate  the  management  of  the  core  and 
the  non-core  function? 

Dr.  Hamre.  Well,  I  think  the  interface  is  at  that  should  cost  esti- 
mate produced  by  a  commercial  travel  office.  Because  that  should 
cost  estimate  is  just  a  piece  of  paper  until  it  has  the  supervisor's 
signature  on  it  that  turns  it  into  a  travel  order.  That  is  the  bound- 
ary condition,  so  that  everything  that  represents  a  financial  serv- 
ice, or  a  travel  service  should  be  in  the  private  sector. 

That  point  when  it  represents  a  liability  of  the  Federal  Govern- 
ment is  that  point  when  it  becomes  a  Government  function.  But 
that  ought  to  be  a  very  small  and  fairly  transparent  boundary  con- 
dition. 
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Senator  CoHEN.  I  am  going  to  cease  and  desist  asking  you  ques- 
tions now  so  that  we  can  hear  from  Mr.  Devine. 

STATEMENT  OF  JAMES  J.  DEVINE/  DEPUTY  DIRECTOR  FOR 
SUPPORT  SERVICES,  NATIONAL  SECURITY  AGENCY/ 
CENTRAL  SECURITY  SERVICE 

Mr.  Devine.  Good  morning,  Mr.  Chairman,  I  welcome  the  oppor- 
tunity to  speak  to  you  today  about  our  efforts  to  reengineer  NSA's 
travel  process.  I  have  prepared  a  written  statement  for  the  record 
that  I  would  like  to  have  entered  in  the  record. 

Senator  Cohen.  It  will  be  included  in  full. 

Mr.  Devine.  It  contains  detailed  information  about  the  process 
and,  in  addition,  I  have  provided  to  your  staff  a  copy  of  our  travel 
reengineering  team's  final  report  on  what  we  are  doing  with  the 
process  and  so  on. 

This  morning  I  would  like  to  summarize  NSA's  newly  designed 
travel  process:  the  anticipated  savings  to  be  realized,  the  regu- 
latory and  cultural  barriers  we  have  encountered,  the  status  of  im- 
plementation of  our  proposed  process,  and  our  willingness  and  abil- 
ity to  serve  as  a  pilot  case  for  other  Federal  organizations  in  order 
to  improve  travel  management. 

Over  the  past  4  years,  NSA  has  been  through  major  restructur- 
ing, down-sizing,  and  a  significant  set  of  quality  initiatives  in  order 
to  deal  with  the  challenges  of  managing  effectively  in  the  face  of 
declining  dollars  and  manpower. 

In  support  of  the  initiatives  identified  in  the  National  Perform- 
ance Review  and  the  Defense  Performance  Review,  NSA  identified 
our  temporary  duty  travel  process  as  a  reinvention  laboratory. 

Recognizing  this  process  to  be  bureaucratic,  time-consuming,  and 
costly  in  April  1994  we  formed  a  travel  reengineering  team  to  radi- 
cally redesign  the  travel  process.  The  team  was  tasked  to  deliver 
a  new  process  that  would  be  best  in  class  at  providing  excellent 
travel  service  at  the  lowest  possible  cost. 

Using  the  tools  identified  in  business  process  reengineering  we 
conducted  an  in-depth  analysis  of  the  current  process.  We  held  cus- 
tomer focus  sessions  to  gain  an  understanding  of  the  needs  and  ex- 
pectations of  the  travelers.  We  benchmarked  40  companies  in  pri- 
vate industry  in  order  to  find  best  in  class  practices,  and  then  we 
designed  a  totally  new  process. 

Our  new  travel  process  includes  four  main  steps.  The  first  is  the 
request  for  travel  authorization.  The  employee  will  access  flight, 
hotel,  and  rental  car  information  on-line  via  their  desk  top  com- 
puter. 

The  new  automated  system  will  estimate  all  reimbursable  ex- 
penses up  front,  and  the  traveler  will  electronically  submit  the  re- 
quested information  to  an  outsourced  commercial  travel  office,  and 
to  his  supervisor. 

All  expenses  will  be  charged  to  the  individual's  government- 
issued  American  Express  Card  with  no  advances  from  the  govern- 
ment. Second,  the  manager  will  review  and  approve  the  trip.  The 
travel  budget  and  the  manager  are  electronically  linked  and  there 
is  only  one  approval  level. 


iThe  prepared  statement  of  Mr.  Devine  appears  on  page  99. 
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The  automated  system  will  reflect  any  requested  exceptions  to 
policy  and  the  manager's  budget  will  be  drawn  down  from  his 
available  balance  once  the  trip  is  approved.  An  electronic  mail  noti- 
fication is  automatically  sent  to  the  traveler  and  to  the  commercial 
travel  office  which  authorizes  ticketing. 

When  the  traveler  returns  he  will  access  the  pre-approved  trip 
file  on-line  and  an  expense  report  will  be  prepared.  The  system 
performs  the  computation  of  the  total  entitlement,  and  the  employ- 
ees will  be  able  to  select  the  form  of  payment  they  prefer,  either 
electronic  transfer  of  funds  to  their  bank  account  or  payment  to  the 
American  Express. 

If  the  total  trip  cost  is  more  than  what  the  manager  originally 
approved,  the  expense  report  will  be  electronically  sent  to  the  man- 
ager for  review.  Employees  will  maintain  required  receipts  for  3 
years  to  substantiate  incurred  expenses  if  audited. 

Finally  payments  will  be  made  via  electronic  funds  transfer  with- 
in 48  hours  of  the  traveler's  electronic  submission  of  his  expense 
report.  American  Express  payments  will  be  made  daily  for  the  indi- 
vidual's bill.  An  automatic  adjustment  to  the  organization's  travel 
funds  will  occur  and  the  comptroller  will  perform  random  post  au- 
dits of  expense  reports. 

NSA's  new  travel  system  will  continue  to  protect  the  govern- 
ment's interests  from  fraud,  waste,  and  abuse.  More  effective  con- 
trols are  in  place  than  ever  before,  and  a  system  that  can  provide 
meaningful  information  in  order  to  reduce  costs  will  now  be  avail- 
able. 

The  new  process  places  back  in  the  private  sector  activities 
which  they  do  best,  commercial  travel  management  services. 

NSA's  new  travel  process  will  significantly  reduce  cost,  cycle,  and 
process  time  and  exceeds  the  goal  of  a  25  percent  reduction  in  over- 
all cost  to  the  agency.  The  new  process  puts  accountability  on  line 
managers  to  manage  their  travel  budget,  and  on  the  traveler  for  es- 
timating expenses.  It  outsources  travel  processes,  automates  dis- 
bursement and  certification  of  expense  reports,  and  provide  flexible 
policy  guidance  available  on  line. 

Upon  full  implementation  it  will  reduce  cycle  time  by  93  percent; 
from  79  days  to  six.  It  will  reduce  process  time  by  72  percent.  It 
will  reduce  administrative  cost  associated  with  the  process  by  71 
percent.  It  will  reduce  the  many  years  necessary  to  administer  the 
process  by  83  percent,  and  reduce  time  involvement  for  the  traveler 
by  74  percent. 

In  November  1994,  the  director  of  NSA  requested  a  series  of 
waivers  from  the  Department  of  Defense,  General  Services  Admin- 
istration, and  the  IRS  to  seek  regulatory  relief  and  provide  the  nec- 
essary flexibility  to  assure  the  success  of  this  new  travel  process. 
Numerous  regulations  were  identified  as  barriers  to  an  effective 
travel  policy.  Current  policies  have  grown  out  of  an  archaic  set  of 
rules  designed  to  cover  every  possible  situation  that  may  arise. 
They  leave  the  traveler  and  the  manager  very  little  flexibility  to 
make  good,  common  sense  business  decisions  in  the  interest  of  the 
mission,  the  Government,  or  the  taxpayers. 

In  our  request  to  the  Department  of  Defense,  a  waiver  to  the 
TDY  portions  of  the  Joint  Travel  Regulations  was  requested.  NSA 
will  continue  to  use  the  tenets  contained  within  the  current  Fed- 
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eral  Travel  Regulations  which  apply  to  the  rest  of  the  Federal  Gov- 
ernment and  are  sufficiently  broad  to  allow  for  more  flexibility  in 
the  new  travel  process. 

In  our  waiver  request  to  the  GSA  we  sought  opportunities  to  pro- 
vide simplification  of  the  per  diem  computation  and  several  of  the 
other  things  that  Karen  mentioned  earlier.  In  a  letter  to  the  Inter- 
nal Revenue  Service,  NSA  requested  a  ruling  by  the  Commissioner 
that  would  allow  our  travel  process  to  meet  the  requirements  that 
all  receipts  be  deemed  substantiated.  The  request  states  that  NSA 
will  require  travelers  to  maintain  receipts  for  3  years,  much  like 
the  current  IRS  procedure.  Random  audits  would  be  accomplished 
to  assure  compliance. 

Since  submitting  our  waiver  requests  in  early  December  1994  we 
have  received  full  approval  for  our  waivers  fi-om  the  General  Serv- 
ices Administration  and  the  Department  of  Defense.  We  are  still 
awaiting  a  response  from  the  IRS. 

Another  regulatory  issue  that  we  must  address  is  the  need  for 
the  Government  Accounting  Office's  approval  of  our  new  automated 
system.  This  issue  stems  fi"om  the  current  requirement  for  manual 
certification  of  a  payment  voucher  by  a  certifying  officer.  The  cost 
associated  with  doing  business  this  way  is  extraordinary,  and  we 
must  look  to  technology  to  overcome  these  costs. 

NSA's  new  automated  system  will  have  all  the  internal  controls 
of  an  individual  certification  built  in.  The  need  for  someone  to  indi- 
vidually review  a  paper  document,  compute,  and  sign  to  certify  will 
be  eliminated,  thus  savings  millions  of  dollars  and  allowing  those 
manpower  resources  to  be  utilized  in  other  critical  areas. 

However,  there  are  significant  cultural  barriers  to  change  that 
exist  in  today's  environment.  Years  of  entrenched  control  processes 
exist.  To  change  the  mindset  of  those  who  oversee  these  processes 
is  a  difficult  task,  but  we  are  engaged  in  that  now.  The  day  of 
spending  $1,000  to  save  $10  needs  to  end.  No  corporation  could  or 
would  operate  this  way,  and  if  they  did  they  would  find  themselves 
quickly  in  the  red. 

There  is  a  management  fear  that  the  loosening  of  controls  will 
allow  the  employee  to  cheat  the  system.  The  use  of  these  controls 
has  helped  to  promulgate  an  atmosphere  of  distrust  and  poor  mo- 
rale. The  onus  is  on  us  to  change  the  organizational  environment 
and  follow  the  lead  of  top  corporations  in  creating  a  sense  of  per- 
sonal ownership  and  responsibility.  We  believe  our  employees  are 
trustworthy  and  will  make  decisions  in  the  best  interest  of  the  Gov- 
ernment. We  need  to  show  them  that  trust  in  the  processes  that 
we  use. 

Finally,  let  me  describe  the  current  status  for  implementation.  A 
travel  project  management  office  is  in  place,  headed  by  Mr.  Chip 
Mahan  who  led  the  original  reengineering  team,  and  whom  I  have 
brought  here  with  me  today.  Chip  is  responsible  for  all  these 
changes. 

NSA  is  now  ready  to  pilot  a  transitional  process  that  will,  over 
the  next  12  to  18  months,  cause  a  significant  increase  in  customer 
satisfaction,  have  the  least  effect  on  subprocesses  that  will  change 
later,  generate  a  great  deal  of  information  about  the  rest  of  the  re- 
designed travel  process,  and  lead  us  to  the  new,  fully  implemented, 
automated  travel  system.  This  will  provide  us  the  opportunity  to 
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demonstrate  to  the  Department  of  Defense  and  the  Congress  the 
benefits  of  the  change  and  help  to  minimize  any  risk  of  failure. 

NSA  is  currently  working  with  two  automation  companies  to  pro- 
vide a  reservation  and  expense  reporting  system  that  will  position 
us  well  for  the  future.  The  project  management  office  has  devel- 
oped a  proof  of  concept  software  demonstration  that  we  would  be 
glad  to  share  with  interested  parties.  In  addition,  NSA's  corporate 
travel  manager  is  currently  preparing  a  draft  statement  of  work  for 
the  new  commercial  travel  office  contract  to  provide  complete  travel 
management  related  services  for  NSA. 

We  are  committed  to  reducing  our  administrative  costs  through 
quality  management  practices  in  order  to  redirect  those  savings 
back  into  our  core  processes,  Signals  Intelligence  and  Information 
Systems  Security.  We  are  also  committed  to  pursuing  courses  of  ac- 
tion that  are  based  on  sound  business  practice.  We  want  to  deal 
with  our  workforce  using  common  sense  and  the  spirit  of  mutual 
trust  and  respect.  Our  new  travel  process  is  a  big  step  in  that  di- 
rection. 

With  your  support  and  the  assistance  of  the  GAO,  IRS,  and 
DOD,  NSA  can  serve  as  a  pilot  model  travel  process  for  other  de- 
fense agencies  as  well  as  other  Federal  organizations.  We  are  ready 
to  do  so  if  called  upon. 

Mr.  Chairman,  I  thank  you  for  the  opportunity  to  speak  to  you 
today. 

Senator  Cohen.  Thank  you  very  much,  Mr.  Devine.  To  show  how 
much  progress  has  been  made,  I  think  10  or  15  years  ago  you 
would  not  be  sitting  at  that  table  because  NSA  used  to  stand  for 
"no  such  agency,"  if  I  recall.  So  a  lot  of  progress  has  been  made 
since  those  days. 

Dr.  Hamre,  Mr.  Devine  talked  about  internal  cultural  barriers 
and  the  problem  of  dealing  with  them.  Do  you  not  deal  with  them 
by  sajdng,  we  have  a  change  that  we  are  mandating  from  the  top 
and  you  will  either  implement  this  or  you  will  be  gone?  Is  that  not 
the  easiest  way  to  deal  with  the  mindset  or  the  cultural  barrier? 

Dr.  Hamre.  Yes,  sir.  If  I  might  give  an  example,  one  of  them  is 
booking  reservations  and  Government  billeting.  I  have  taken  a  po- 
sition that,  if  you  cannot  book  it  electronically  from  a  CTO,  you  do 
not  have  to  stay  on  post.  Now  you  are  taking  on  this  huge  army 
of  people  that  worry  about  Government  billeting.  There  is  a  large 
group  of  folks  for  whom  that  is  how  they  make  their  living  every 
day,  and  they  feel  threatened  by  that.  But  the  way  you  fix  it  is, 
you  get  online. 

Senator  Cohen.  I  mentioned  earlier  one  of  the  problems  we  have 
is  DOD  not  utilizing  commercial,  off-the-shelf  technology.  One  of 
your  directives  is  to  turn  to  off-the-shelf.  But  that  has  not  been  the 
experience  of  DOD  over  the  years.  DOD  has  always  developed  a 
unique  system.  This  will  take  a  real  change  on  the  part  of  DOD. 

Dr.  Hamre.  Yes,  sir.  I  think  it  is  so  important  to  do  that  because 
if  we  make  it  unique  we  will  not  stay  current  with  technology.  We 
will  be  bucking  the  trends  rather  than  riding  the  wave.  I  think  we 
need  to,  as  much  as  possible,  rely  on  the  private  sector  to  be  doing 
that  sort  of  thing,  then  we  are  buying  that  capability.  We  have  to 
tell  them  what  we  need — and  we  have  very  unique  needs,  by  the 
way.  There  is  no  off-the-shelf  technology  right  now  or  off-the-shelf 
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system  that  will  address,  for  example,  the  range  and  complexity  of 
what  we  have  to  do  as  a  department.  We  have  to  move  entire  units, 
for  example.  They  must  stay  in  a  military  billeting  facility  when 
they  go  on  TDY.  Those  sorts  of  things  are  not  available  right  now 
in  an  off-the-shelf  system,  so  we  have  to  help  develop  that. 

But  we  are  going  to  be  a  big  buyer.  And  we  will  buy  from  people 
who  are  prepared  to  provide  that  service.  We  want  that  in  the  pri- 
vate sector  as  much  as  possible. 

Senator  COHEN.  Dr.  Deutch  indicated  he  wanted  a  sustained 
commitment  at  the  management  level.  Dr.  Deutch  may  be  leaving 
the  Department  of  Defense  and  moving  over  to  another  agency.  I 
think  you  referred  to  the  word  spooks  earlier. 

Dr.  Hamre.  There  is  an  echo  in  here;  bad  acoustics. 

Senator  Cohen.  But  in  any  event,  he  is  going  to  be  gone  we  as- 
sume. And  you  indicated  you  may  not  be  here  in  3  years.  How 
much  of  a  sustained  commitment  is  there  going  to  be  at  the  depart- 
ment if  you  are  not  there  and  Dr.  Deutch  is  not  there?  Has  it  really 
filtered  down  to  those  throughout  the  system  right  now? 

Dr.  Hamre.  Senator,  it  has  been  my  experience  that  there  is  no 
issue  that  is  more  widely  shared,  that  there  is  a  consensus  on,  in 
the  building  than  their  frustration  with  the  current  travel  system. 
Everybody  feels  that.  They  feel  it  because  they  suffer  it.  There  can 
be  disagreement  on  some  of  the  eaches,  and  I  think  we  are  going 
to  have  to  make  sure  that  we  get  as  much  of  this  implemented  as 
possible  so  people  can  see  there  is  a  benefit. 

I  personally  believe  it  will  transition  over  because  the  leadership 
knows  they  cannot  afford  to  waste  precious  dollars  right  now  on 
the  old,  inefficient  ways  of  doing  business  from  the  past.  I  do  not 
have  a  guarantee  that  the  next  crowd  is  going  to  be  as  committed 
to  it  as  we  are.  I  think  they  will  be  personally.  I  think  everybody 
realizes  this  is  the  wave  of  the  future.  You  have  heard  quite  a  bit 
of  consensus  today,  I  think. 

Senator  COHEN.  Should  we  provide  any  kind  of  incentives  to  the 
travelers  who  save  money?  That  is  what  the  private  sector  has 
done.  Is  that  something  that  DOD  should  look  at? 

Dr.  Hamre.  This  is  a  dilemma  that  we  face  all  the  time.  For 
someone  traveling,  are  they  going  to  be  a  more  responsible  traveler 
if  they  get  something  out  of  it  personally,  or  if  there  organization 
profits  more  from  it  and  does  a  better  job  as  an  organization?  We 
wrestle  with  this,  for  example,  on  what  do  you  do  about  frequent 
flyer  miles?  Do  those  miles  belong  to  the  Government  because  we 
paid  for  that  travel,  or  do  they  belong  to  the  traveler?  Is  it  the  trav- 
eler going  to  be  more  responsible? 

Frankly,  we  have  a  lot  of  different  views  on  that.  We  had  a  dis- 
cussion last  week  on  the  issue  of  frequent  flyer  miles.  Do  you  let 
somebody  get  half  of  the  benefit  of  the  frequent  flyer  miles  for  tak- 
ing advantage  of  the  service.  I  do  not  remember  how  we  resolved 
it,  but  it  gets  to  the  core  of  incentives.  I  think  the  jury  is  out  on 
that.  I  do  not  have  a  personal  view.  I  do  not  know  if  you  guys  have 
talked  about  that,  Jim. 

Mr.  Devine.  My  sense  is  that  we  are  continuing  as  managers  to 
treat  travel  as  some  kind  of  a  benefit. 

Senator  Cohen.  I  meant  it  more  in  the  sense  of  DOD  employees 
who  successfully  implement  best  practices,  and  they  realize  these 
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savings.  Is  there  some  kind  of  incentive  for  those  who  come  up  with 
those  kind  of  programs? 

Mr.  Devine.  We  are  structuring  our  senior  executive  contracts  so 
that  those  that  engage  in  quahty  management  practices,  yield  sav- 
ings, reduce  the  number  of  people  that  are  reporting  to  them,  are 
the  ones  that  will  earn  bonuses  and  rank  awards  and  the  incen- 
tives that  already  exist. 

Senator  COHEN.  I  guess  what  was  in  the  back  of  my  mind.  Dr. 
Hamre,  was  the  issue  I  raised  during  my  opening  statement.  You 
were  not  here  at  that  time,  but  a  certain  individual,  an  Air  Force 
major  who  had  to  make  an  emergency  trip  saved  the  Air  Force 
$600  and  he  has  yet  to  be  reimbursed  for  that  amount  of  money 
because  he  did  not  follow  these  guidelines.  It  is  not  a  question  of 
rewarding  him,  but  in  fact  punishing  him  for  ultimately  saving  the 
Government  money.  That  is  another  issue.  I  hope  you  will  look  at 
that. 

Dr.  Hamre.  I  will.  I  will  personally  look  at  this  one  issue,  that 
major,  this  afternoon  and  call  you  this  afternoon.  That  should  not 
be  the  case  for  somebody  who  is  in  that  kind  of  distress. 

Senator  Cohen.  Mr.  Devine  in  your  written  statement  you  indi- 
cate that  $2  million  is  required  in  startup  costs  for  the  new  NSA 
travel  process.  No.  1,  what  is  that  going  to  buy? 

Mr.  Devine.  That  is  going  to  buy  the  commercial  software  and 
systems  for  this  totally  automated  process  that  v/e  are  implement- 
ing. 

Senator  COHEN.  Are  those  just  the  startup  costs?  Are  they  long 
term  costs  as  well? 

Mr.  Devine.  That  is  the  total  cost  for  the  new  system.  We  have 
been  in  negotiations  with  several  vendors  already.  There  is  com- 
mercial software  out  there.  We  do  not  have  quite  the  same  situa- 
tion that  Dr.  Hamre  was  describing  of  unique  populations,  unit 
moves,  those  sorts  of  things.  Our  people  are  generally  just  commer- 
cial travelers  and  can  benefit  from  the  available  services  that  al- 
ready exist. 

Senator  COHEN.  Now  having  had  the  reputation  of  being  the 
most  secret  agency  of  the  U.S.  Government  which  has  now  been  ex- 
posed for  all  to  see,  is  there  anything  unique  that  you  are  doing 
in  developing  this  system  that  will  not  have  full  application  to 
other  agencies  and  departments  within  the  Defense  Department? 

Mr.  Devine.  There  is  nothing  about  the  system  that  we  are  de- 
veloping that  could  not  be  shared  with  other  Government  agencies 
or  the  rest  of  the  Department  of  Defense.  We  have  some  small  seg- 
ment of  our  travel  that  will  not  be  part  of  the  system  because  of 
the  nature  of  the  work  associated  with  that  travel.  But  it  is  about 
3  percent. 

Senator  COHEN.  Any  explanation  for  why  IRS  has  not  yet  ap- 
proved the  waiver? 

Mr.  Devine.  We  called  yesterday  and  were  told  that  these  things 
take  time.  It  is  their  process.  We  should  not  expect  an  answer  until 
the  end  of  April  at  the  earliest. 

Senator  Cohen.  By  the  end  of  April? 

Mr.  Devine.  Yes,  sir. 

Senator  COHEN.  Another  area  on  which  we  are  spending  billions 
of  dollars  is  buying  computer  systems.  By  the  time  we  go  through 
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the  acquisition  cycle,  which  usually  is  about  a  4-year  timeframe, 
those  computers  are  usually  outmoded.  Whereas,  the  private  sector 
is  able  to  acquire  them,  let  us  say,  within  an  18-month  period  of 
time.  Computer  technology  is  turning  over  about  every  12  or  18 
months.  You  can  see  what  happens. 

The  IRS,  by  way  of  example,  put  in  for  the  acquisition,  as  I  re- 
call, of  laptop  computers  back  in  1987.  It  took  about  7  years  to  fi- 
nally deliver  them  to  the  agents,  and  of  course,  the  technology  has 
far  outstripped  those  laptops  today.  That  may  account  for  why  it 
takes  more  time  for  the  IRS. 

Those  are  all  the  questions  I  have  right  now  for  you.  Dr.  Hamre, 
Ms.  Alderman,  Mr.  Devine.  Basically,  I  want  to  thank  you  for  the 
cooperation  that  you  have  given  to  me  and  to  the  staff.  This  is  not 
something  that  has  been  my  sole  idea.  I  have  people  like  Paul  Bru- 
baker  of  my  staff  and  Bill  Greenwalt.  We  also  have  the  services  of 
Marty  Grenn  who  is  a  Navy  auditor  and  a  Brookings  fellow,  and 
Chris  Condon  who  is  a  legislative  fellow  at  the  Department  of  De- 
fense. 

So  I  have  had  a  lot  of  help  in  this  particular  effort.  But  it  is  one 
that  has  been  responded  to,  I  must  say,  very  positively  on  your 
part,  perhaps  in  part  because  you  used  to  work  up  here,  and  per- 
haps in  part  because  you  sat  on  the  other  side  of  this  dais  when 
we  were  examining  other  DOD  officials.  I  am  sure  that  the  experi- 
ence of  having  worked  in  the  Senate  has  served  you  well  over  in 
the  department.  I  think  what  we  are  doing  for  the  department, 
what  we  are  doing  for  the  taxpayer  is  tremendously  important.  And 
your  recognition  of  the  need  to  reduce  these  costs  I  think  is  going 
to  save  millions  of  dollars,  and  billions  of  dollars  ultimately,  for  the 
American  people. 

So  I  thank  you  all  for  coming.  This  will  be  the  first  of  a  series 
of  hearings.  I  expect  to  have  follow-up  hearings  in  the  future,  and 
I  expect  you  to  be  sitting  at  the  table.  Dr.  Hamre,  Ms.  Alderman, 
Mr.  Devine.  And  I  hope  to  be  sitting  up  here  myself. 

The  committee  will  stand  adjourned. 

[Whereupon,  at  11:46  a.m.,  the  Subcommittee  was  adjourned.] 
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Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  am  pleased  to  have  this  opportunity  to  discuss  travel  management  within  the  Department 
of  Defense  (DOD).  Specifically,  I  will  discuss  our  work  and  recent  report,'  which  focused 
on  DOD's  administrative  travel  processes  and  related  costs  for  temporary  duty  travel. 

Travel  processing  at  DOD  is  currently  a  wasteful  and  burdensome  operation,  involving 
multiple  travel  agents,  hundreds  of  voucher  processing  centers,  and  over  1,300  pages  of 
regulations.  Travel  processing  is  also  costly.  DOD  reported  that  it  spent  $3.5  billion  for 
temporary  duty  travel  in  fiscal  year  1993.  However,  the  Department  estimated  that  it  cost 
an  additional  30  percent  of  that  total,  or  over  $1  billion,  to  process  that  travel. 

Travel  processing  does  not  have  to  be  like  this.  And  it  cannot  remain  so,  especially  given 
current  fiscal  constraints.  Leading  private  companies  provide  good  examples  for  DOD,  as 
well  as  other  federal  agencies,  to  follow  in  reengineering  travel  management.  Private 
companies  have  dramatically  improved  service  to  the  traveler  and  minimized  travel 
processing  costs  by  implementing  a  variety  of  initiatives  known  as  "best  practices."  Best  -  in - 
class  companies  now  spend  less  than  6  percent  of  their  direct  travel  costs  to  process  travel. 


Travel  Process  Reengineering:  DOD  Faces  Challenges  in  Using  Industry  Practices  to 
Reduce  Costs  (GAO/AIMD/NSIAD-95-90,  March  2,  1995). 
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I  would  now  like  to  walk  you  through  some  of  the  differences  we  found  between  travel 
management  practices  at  DOD  and  those  of  leading  private  companies.  I  will  also  discuss 
travel  process  reengineering  efforts  currently  underway  to  close  this  gap.  Reengineering  is 
essential,  not  only  to  save  time  and  effort,  but  to  provide  improved  support  for  DOD's 
mission  and  business  operations.  Reengineering  could  also  save  DOD  hundreds  of  millions 
of  dollars  in  travel  processing  costs. 

DOD  TRAVEL  COSTS  AND  PROCESSES  NOT  FULLY  IDENTIFIED 

Travel  is  big  business  at  the  Department  of  Defense.  DOD  reported  that  it  processed  8.2 
million  vouchers  for  temporary  duty  travel  in  fiscal  year  1993  alone. 

DOD  has  not  identified  its  actual  costs  to  process  travel,  however.  A  DOD-wide  task  force, 
established  in  July  1994  to  develop  a  new  travel  system,  estimated  that  during  fiscal  year 
1993,  DOD  spent  $500  million,  or  14  percent  of  direct  temporary  duty  travel  costs,  for 
processes  including  order  writing,  airline  ticket  payment  and  reconciliation,  and  voucher 
payment.  The  task  force  identified  other  travel  management  activities,  such  as  internal 
processing,  arranging  travel,  and  training,  but  did  not  attempt  to  estimate  their  individual 
costs.  Taking  these  activities  into  account,  the  task  force  concluded  that  DOD  may  be 
spending  30  percent  of  direct  costs  to  process  temporary  duty  travel.  This  estimate  does  not 
include  the  cost  of  lost  productivity  of  travelers,  who  must  take  time  to  support  the 
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administrative  process.  This  could  add  another  10  to  15  percent  to  the  cost  to  process 
travel. 

DOD's  difficulty  in  determining  actual  travel  processing  costs  can  be  attributed  to  several 
factors.  It  is  due  in  part  to  limitations  of  the  Department's  accounting  systems,  which  do  not 
record  such  data.  It  is  also  due  to  management's  inability  to  identify  the  agencywide  travel 
processes  from  which  those  costs  are  derived.  DOD  travel  processing  is  highly 
decentralized,  varying  not  only  among  the  military  services  but  within  each  service.  DOD 
travel  processing  generally  includes  the  following  elements: 

•  authorizing  the  funding  and  appropriate  means  of  travel  and  issuing  travel  orders; 

•  arranging  transportation  and  accommodations  and  developing  itineraries; 

•  making  travel  expenditures,  purchasing  tickets,  and  collecting  receipts; 

•  preparing  and  processing  vouchers  based  on  receipts  and  other  supporting 
documents;  and 

•  reconcihng  accounts,  auditing  vouchers,  making  payments,  and  generating 
management  reports. 

The  number  and  type  of  steps  to  complete  these  individual  elements  vary  depending  upon 
local  policies  and  the  degree  to  which  automation  is  used. 
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Besides  being  decentralized,  DOD's  travel  processing  is  highly  inefficient,  posing  a  burden 
on  both  travelers  and  support  staff.  For  example,  DOD  travel  processing  is  characterized 
by: 

•  multiple  layers  of  review  and  approval  to  issue  travel  orders, 

•  routine  issuance  of  cash  advances,  with  corporate  credit  cards  generally  used  on  an 
optional  basis, 

•  consultation  with  numerous  offices  to  make  transportation,  lodging,  and  car  rental 
arrangements, 

•  over  700  voucher  processing  centers  responsible  for  computing  travel  expenses, 

•  over  1,300  pages  of  regulations, 

•  manual  preparation  of  expense  reports,  and 

•  routine  audits  of  all  travel  expense  reports. 

The  inefficiencies  we  found  at  DOD  are  similar  to  conditions  at  other  federal  agencies. 

Attachment  1  provides  an  overview  of  DOD's  travel  process.  Although  the  flowchart  does 
not  capture  the  variations  among  services  or  within  individual  services,  it  depicts  some  of  the 
complexities  in  DOD's  travel  management  operations.  The  process-  -which  includes  at 
least  28  steps  at  the  beginning  for  approval  and  arrangements  to  carry  out  travel  and  22 
steps  at  the  end  to  make  reimbursements  and  reconcile  accounts- -clearly  needs 
streamlining. 
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INDUSTRY  BEST  PRACTICES  HAVE 
RESULTED  IN  EFFICIENT  TRAVEL 
MANAGEMENT  PROCESSES 

In  contrast  with  DOD,  travel  processing  at  leading  private  companies  is  quite  simple. 
Attachment  2  depicts  the  general  travel  processes  for  General  Electric  and  Allied  Signal-  - 
two  industry  leaders  in  improving  travel  management.  Their  processes  include  only  1 1 
steps,  compared  with  the  total  of  50  steps  we  identified  at  DOD.  Streamlined  operations  at 
these  companies  are  the  result  of  a  variety  of  initiatives  implemented  as  part  of  their  travel 
process  reengineering  efforts.  Successful  initiatives,  deemed  "best  practices,"  are  often  the 
exact  opposite  of  travel  practices  we  identified  at  DOD.  Best  practices  include: 


empowering  employees  to  decide  when  travel  is  necessary  to  carry  out  the  company's 

mission, 

eliminating  prior  approval  of  travel  and  travel  orders, 

mandating  use  of  a  corporate  charge  card  for  travel  expenses  and  cash  advances, 

reducing  the  number  of  travel  agents  used  to  one  or  two, 

consolidating  travel  processing  centers  into  a  single  location, 

simplifying  travel  policies  and  reducing  them  to  11  pages  or  less, 

automating  voucher  processing,  and 

conducting  random  audits  of  travel  expense  reports. 
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Attachment  3  compares  the  travel  management  practices  of  the  two  private  companies  and 
DOD. 

As  a  result  of  implementing  best  practices,  General  Electric  and  Allied  Signal  Corporation 
have  dramatically  improved  service  to  the  customer  and  minimized  their  travel  processing 
costs.  While  General  Electric  representatives  could  not  provide  savings  estimates  in  dollars, 
they  estimated  that  they  reduced  travel  processing  costs  to  3.2  percent  of  direct  travel  costs. 
Allied  Signal  reduced  its  costs  even  further- -to  under  1  percent- -and  saved  about  $2 
million  the  first  year  after  implementation.  These  processing  costs  are  well  below  the  6 
percent  that  American  Express  recently  reported  for  efficient  operations.    These  figures 
also  provide  a  striking  contrast  with  DOD's  processing  cost  estimate  of  30  percent. 

DOD  COULD  BENEFIT  FROM  APPLYING 
INDUSTRY  BEST  PRACTICES 

If  DOD  applied  industry  practices  to  its  travel  management,  it  could  reduce  its  processing 
costs  and  achieve  significant  annual  savings.  Attachment  4  depicts  potential  savings  at  four 
levels  of  reduced  processing  costs.  For  example,  if  DOD  cut  its  processing  costs  in  half  to  15 
percent,  it  could  save  over  $500  million  a  year.  Reducing  costs  to  6  percent-  -industry's 
target  for  efficient  operations-  -could  save  over  $800  million  annually. 


^  Jeffrey  B.  Lang,  The  American  Express  Guide  to  Corporate  Travel  Management  (New 
York:  American  Management  Association,  1994). 
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Clearly,  the  financial  benefits  of  applying  industry  best  practices  are  worth  pursuing.  The 
question  remains,  however,  as  to  whether  this  is  a  viable  option  for  DOD.  We  believe  so. 
We  are  encouraged  that,  like  private  industry.  Defense  has  recognized  the  need  to  improve 
travel  management  and  has  already  taken  steps  to  do  so. 

Specifically,  DOD  charged  its  agencywide  travel  reengineering  task  force  with  (1)  providing 
a  conceptual  framework  for  a  new  temporary  duty  travel  system,  (2)  developing  a  detailed 
program  for  moving  DOD  towards  meeting  the  mission  support,  service,  and  cost  savings 
objectives  of  the  new  system,  and  (3)  providing  a  set  of  system  specifications  that  will  serve 
as  a  guideline  for  proposed  policy  changes.  In  carrying  out  its  work,  the  task  force  reviewed 
studies  of  travel  management  developed  by  both  the  Department  and  the  private  sector, 
obtained  benchmarking  data  from  the  National  Security  Agency's  (NSA)  study  of  best 
industry  practices,  determined  high-level  travel  processes,  identified  available  cost  data  for 
those  processes,  and  conducted  focus  groups  at  four  DOD  locations  to  identify  customer 
satisfaction  indicators. 

In  its  January  1995  report,  the  task  force  made  a  number  of  recommendations  that,  if 
successfully  implemented,  would  greatly  simplify  Defense's  travel  process  and  align  it  more 
closely  with  industry  best  practices.  For  example,  the  task  force  recommended 
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•  changing  the  travel  management  philosophy  to  treat  travelers  and  supervisors  as 
responsible,  honest  customers,  and  focus  on  mission  support  and  performance  rather 
than  compliance; 

•  delegating  budget  and  expense  approval  to  supervisors  who  authorize  travel; 

•  eliminating  cash  transactions  and  checks  for  advances  and  reimbursements  and 
maximizing  use  of  a  credit  card  to  pay  for  travel; 

•  mandating  use  of  commercial  travel  offices  for  all  arrangements  under  a  standard 
DOD  travel  services  contract; 

•  integrating  processes  to  achieve  a  paperless  process  that  has  a  single  data  entry 
point; 

•  simplifying  travel  rules  and  reissuing  regulations  in  a  single  document  of  10  pages; 

•  simplifying  voucher  computation;  and 

•  conducting  random  audits  to  ensure  oversight  and  control. 

The  task  force  did  not,  however,  have  sufficient  documentation  on  DOD's  current  processes 
to  model  the  impact  of  proposed  travel  process  changes  on  meeting  service  and  cost  savings 
objectives.  Although  the  task  force  did  not  determine  the  amount  of  projected  savings,  it 
believes  that  its  recommended  improvements  will  save  money. 

On  January  23,  1995,  the  Deputy  Secretary  endorsed  the  task  force's  recommendations  and 
delegated  responsibility  to  the  DOD  Comptroller  for  continuing  the  reengineering  effort 
through  a  transition  team.  The  transition  team  is  charged  with  conducting  pilots  for  the  new 
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travel  system,  marketing  the  system  throughout  DOD,  developing  recommendations  for 
implementing  a  revised  system,  and  establishing  coordination  mechanisms  and  milestones 
for  carrying  out  these  objectives. 

Independent  reengineering  efforts  by  several  DOD  organizations  can  provide  models  or 
pilots  to  support  the  DOD -wide  reengineering  effort.  For  example,  NSA's  ongoing  effort 
to  reengineer  its  travel  involves  implementing  improvements  based  on  a  survey  of  40 
companies  that  implemented  best  practices  to  improve  their  travel.  NSA  is  also 
accumulating  baseline  costs  from  which  to  measure  reengineering  progress.  NSA  estimated 
that  after  reengineering,  its  cost  to  process  a  trip  will  decrease  from  25  percent  to  about  7 
percent  of  the  direct  cost  of  travel. 

Further,  an  Air  Force  reinvention  lab  is  testing  a  new  travel  process  at  one  Air  Force  unit. 
This  includes  reducing  the  number  of  people  and  steps  involved  in  the  process  and  then 
automating  the  remaining  steps.  Lab  results  indicate  that  if  reengineered  processes  are 
implemented  Defense -wide,  annual  savings  could  reach  $875  million. 

SIGNIFICANT  IMPLEMENTATION 
CHALLENGES  REMAIN 

DOD  is  at  a  critical  juncture  in  improving  its  travel  processing.  The  Department's  ongoing 
efforts  are  important  first  steps,  and  we  encourage  continued  progress.  However,  we 
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recognize  that  applying  industry  practices  at  DOD  will  not  be  simple.  DOD  still  faces 
serious  challenges,  which,  as  we  recommended  in  our  report,  DOD  must  address  to 
successfully  move  from  planning  to  implementation. 

One  challenge  involves  consideration  of  statutory  and  regulatory  requirements  that  may 
have  to  be  waived  or  changed  for  DOD  to  adopt  management  practices  similar  to  those  of 
private  industry.  In  general,  statutes  governing  federal  travel  are  broad  authorizations  that 
would  not  impede  improvement  efforts.  However,  in  specific  instances,  statutory  changes 
may  be  necessary.  For  example,  while  private  industry  has  eliminated  the  requirement  for 
prior  authorization  of  travel,  it  is  unclear  how  far  DOD  could  pursue  such  a  policy  for 
military  personnel  because  federal  law  requires  that  military  personnel  travel  "under 
orders."  Permitting  civilian  personnel  to  travel  without  prior  authorization  may  require 
changes  or  waivers  to  both  the  Federal  Travel  Regulations  and  DOD's  Joint  Travel 
Regulations. 

Also,  DOD  must  balance  the  use  of  private  industry  practices  with  the  requirement  under 
the  Federal  Managers'  Financial  Integrity  Act  [31  U.S.C.  3512(b)]  to  establish  and  maintain 
effective  internal  control  systems  that,  among  other  things,  safeguard  assets  and  ensure  the 
use  of  budget  authority  in  accordance  with  laws,  regulations,  and  policies.  For  example, 
travel  payment  systems  must  provide  reasonable  assurance  that  payment  transactions  are 
properly  authorized,  documented,  and  made  within  the  allowed  limits.  The  specific 
techniques  needed  to  achieve  these  objectives,  with  certain  exceptions,  can  vary  and  are  left 
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to  agencies  to  select  based  on  their  needs  and  systems  capabilities.  However,  improvements 
should  be  made  only  within  the  framework  of  adequate  controls  that  provide  reasonable 
assurance  that  control  objectives  will  be  achieved  and  are  cost-effective. 

Further,  DOD  must  take  steps  to  help  ensure  an  effective  outcome  from  its  agencywide 
travel  reengineering  initiative.  For  example,  the  Secretary  of  Defense  must  provide  the 
leadership  needed  to  promote  agencywide  support  for  implementing  task  force 
reengineering  recommendations.  The  lack  of  top-level  leadership  has  limited  the  success  of 
other  management  improvement  initiatives  in  the  past.  The  Secretary  must  also  ensure  that 
the  transition  team  has  the  resources  and  authority  it  needs  to  carry  out  its  mandate.  In 
turn,  the  transition  team  must  establish  the  milestones  and  performance  measures  necessary 
to  ensure  project  integrity. 

DOD  must  structure  pilot  efforts  to  help  identify  and  document  baseline  costs  and  project 
the  costs,  benefits,  and  savings  to  be  gained  from  new  system  implementation.  Pilot  efforts 
could  provide  a  basis  for  evaluating  the  potential  for  further  investments  in  improving  travel 
management.  These  efforts  could  also  help  identify  the  need  for  changes  or  waivers  to 
applicable  statutes  and  regulations,  and  ensure  that  adequate  internal  controls  are  in  place. 

Perhaps  the  single  most  difficult  challenge  will  be  the  Department's  own  strong  internal 
culture.  DOD's  culture  has  traditionally  supported  multiple  applications  to  carry  out  similar 
administrative  functions.  The  inherent  desire  to  "grow  your  own"  has  frequently  limited 
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success  in  other  DOD  process  improvement  initiatives.  Implementing  industry  practices,  as 
recommended  by  the  reengineering  task  force,  would  entail  major  changes  in  DOD's 
culture.  Managing  such  change  is  difficult  within  any  organization;  it  is  a  special  challenge 
within  DOD.  Sustained  top  management  commitment  and  oversight  are  essential  for  this 
effort  to  stay  on  course. 

Mr.  Chairman,  this  concludes  my  statement.  I  would  be  pleased  to  answer  any  questions 
you  or  other  Members  of  the  Subcommittee  may  have  at  this  time. 
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ATTACHMEIMT  1 


ATTACHME^^^  1 


POD  S  TRAVEL  PROCESS 


Traveler  identifies 
need  to  travel 


Other  individual  identfies 
the  need  to  travel 


Identify  if  location(s)  to  be 

visited  have  government 

lodging  ^cilitjes 

See  note  2 


Call  locations  that  have 
government  facilities 


Detennine  if  facility  is      * 
overbooked  and.  if  so,  obtain 
nonavailability  confirmation 
number 


If  overbooked,  call 
nongovemment  facility 


Obtain  other  travel  and 
traveler  data 


Identfy  availability  of 

arrangements  and 

estimated  cost    See  Note  1 


Note  1  In  some  cases,  a  lr»eler  can 
make  (ravel  arrangements  at 
irilsttme 


Call  car  rental  company    *• 


Call  transportation  command 

to  determine  availability  of 

government  flight 


Nole2:  In  some  cases.  taclWIes  wvritn 
a  30-minule  commute  ruiv«  to 
t>e  Klentilted 


If  not  available,  call  travel 
conlraci  office  or  airlines  to 
determine  flight  availability 


Develop  total  travel  cost 

estimate  and  amount  ot 

cash  advance 


I 


-»|     Prepare  wntten  travel  order    ^  \*- 

T 


Obtain  accounting  data 


Obtain  supervisory 
approval  to  travel 


Obtain  fund  certification      * 


X 


Authenticate  travel  order   io 


Distnbute  travel  order       ^^  f 


Record  otiligation 


Make  travel  arrangements 
See  Note  3 


Note  3  Sleps  I3a  through  I3e  can 
be  stopped  H  arrangemenis 
were  made  dunng  step  3 
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ATTACHMENT  1 


ATTACHMENT  1 


X 


Call  locations  that  have 
government  facilities  and 
make  lodging  reservations 


1 


Call  car  rental  company 


II  overtooked,  call      ^^ 
nongovernment  facility 


Call  transportation 

command  and 
make  reservabons 


It  not  available,  call  travel 
office  or  airlines  to 
make  reservations 


Oetermine  if  there  are       ^* 
deviations  from  initial  itinerary 
that  warrant  an  amendment  to 
the  travet  order 


X 


3 


Request  cash  advance      ^^ 


Process  cash  advance       ** 


■{ 


If  there  are  deviations,  go  ^ 
back  to  step  3 


Prepare  check  for  advance 


Mail  check  to  traveler  | 


Traveler  picks  up  check 


Traveler  picks  up  airline 

tickets  or  travel  contract 

offtce  delivers  tickets 


Traveler  performs  travel  and 
obtajns  receipts 


Traveler  manually  prepares  a 
travel  voucner 


Traveler  determines  if 
receipts  can  be  microfiched 


Issue  cash  to  traveler     '** 


If  going  to  a  locaOon 

I  having  overbooked  government 

*  '^     lodging  faci[it)es,  visit  facility 

and  obtain  a  written  statement 

of  nonavailability 


Prepare  receipts  for  micnafiche,^*** 

e.g..  paste  a  receipt  in  the 

center  ol  an  6x1 1  sheet  of  bond 

paper,  one  receipt  to  a  page 


Attach  receipts  to 

voucher,  obtain  supervisory 

approval,  and  send  to  a 

processing  center 


14 


64 


ATTACHMENTT  1 


ATTACHMENT  1 


Compute  propar  iravel  oxponse"  ! 


Audit  the  computed  expense   "  | 


Determine  if  cash  advance 
exceeds  the  computed  expense 


Prepare  a  bill  and  send  to  the 
traveler  when  cash  advance 
exceeds  computed  expenses 


If  the  cash  advance  does  2*e 
not  exceed  the  computed 
expense,  send  payment  data  to 
a  disbursement  office 


>4I> 

Rscsrvs  and  process  paymanl 
from  travslei' 

1 
1 

1 

1 

* 

Prepare  cfiecK  for       "" 
reimbursement  to  the  traveler 

If  a  check  is  not  prepared.  *** 
prepare  electronic  fund  transfer 
payment  to  the  traveler 

+ 

Mail  check  to  the  traveler  "• 

i 

Process  electronic  fund   "* 
transfer  payment 

Receive  airline  tcket  bill     » | 

i 

Reconcile  bill  to           » 
individual  Inps 

. 

' 

i 

Record  payments  to      " 
travelers  and  airlines 

* 

Prepare  and  send         " 
payment  to  airline 

r 

1 

• 

' 

' 

' 

Notify  local  finance  office  ol  " 

Summary  data  are  sent     " 

Send  vouchers  to  storage  "  | 

payments  an 

d  collections 

to  centtalize< 

j  accountng 

i 

Receive  and  store  vouchers  ^ 


Reconcile  to  accounting 
and  budget  data 


Summary  data  are  recorded 

in  accounting  records 


Legend 
Alternate  Steps 
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ATTACHMENT  2 


ATTACHMENT  2 


GENERAL  ELECTRIC  AND  AT  T  TPn  gir.MAt 
TRAVEL  PROCESSES 


Traveler  decides 
tnp  IS  needed 


Traveler  contacts  the 

contract  travel  office 

for  reservations 


Contract  travel  office 

makes  airline,  lodging 

and  car  rental 

reservations 


Contract  travel  office 
issues  tickets  to  traveler 


Traveler  uses  corporate 

credit  card  to  obtain 

cashi  advance  from 

automated  teller 

macfiine 


Traveler  goes  on  tnp 
and  obtains  receipts 


1 


Traveler  returns 
from  tnp 


Traveler  prepares 

expense  report. 

including  required 

receipts 


Traveler  sends  expense 

report  to  travel  processing 

center  whicfi  records 

payment  and  updates 

accountng  records 


Travel  processing  center 

conducts  random  audit  of 

expense  report 


Travel  processing 

center  issues 

payment 


Note:  General  Electric 
employees  manually  prepare 
expense  reports.  Allied 
Signal  employess  fiave  ttie 
option  of  prepanng  manual 
or  automated  expense 
reports.  Manual  expense 
reports  are  sent  by  mail 
wfiile  automated  reports 
are  transmitted  electronically. 


Note:  Upon  being 
reimbursed. 

General  Electnc  travelers 
remit  payment  to  tfie  credit 
card  company.  At  Allied 
Signal,  payment  is  issued 
to  ttte  traveler,  credit  card 
company,  or  split  to  botti-as 
directed  by  traveler 
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pjFFFPFMrPQ  RFTWFFN  PRIVATE  SECTOR 
AND  POD  TRAVEL  MANAGEMENT  PRACTICES 


ATTACHMENT  3 


Private  sector 
best  practice 

General 
Electric 

Allied 
Signal 

Department 
of  Defense 

Employee  can  travel  without  pnor 
approval 

Yes 

Yes 

No 

Employee  can  travel  without 
authorization  document 

Yes 

Yes 

No                  1 

Travelers  must  use  corporate  credit 
card 

Yes 

Yes 

No 

Number  of  travel  agents  is  limited 
and  these  agents  provide  full 
services 

One  agent 

provides  full 

services 

Two  agents 

provide  full 

services 

Multiple  agents; 

some  provide  full 

services 

Expense  reporting  is  automated 

No 

Partly 

No 

Number  of  processing  centers  is 
limited 

1 
center 

1 
center 

700 
centers 

Travel  policies  are  simplified 

2  page 
policy 

11  page 
policy 

1,357  pages 
of  regulations 

Expense  reports  audited    

Random 

Random 

100  percent 
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ATTACHMENT  4  ATTACHMENT  4 

POTENTIAL  TRAVEL  PRnrFSSTNrx  cn^T  SAVINGS 


Potential  uving*  (DollatB  In  million*) 
1000 

900 

BOO 


soo 


400 


200 


100 


1%  «%  10%  1S% 


Procssdng  eo«tt  ••  a  parcantaga  of  diract  eoata* 

■Direct  costs  reported  for  temporary  duty  travel  in  fiscal  year  1993  were  $3.5  billion. 


(511324) 
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Good  Morning. 


My  name  is  George  Scarfo  and  I  am  Director  of  Consulting  Services  for 
American  Express  Travel  Management  Services.   I  would  like  to  thank 
Chairman  Cohen  and  Senator  Levin  for  inviting  me  to  appear  before  the 
Subcommittee  this  morning. 

By  way  of  background,  American  Express  has  had  a  Consulting  Services 
group  for  16  years,  and  I  have  been  part  of  that  group  since  it  started. 
Consulting  Services  advises  and  assists  private  and  public  sector  customers 
—  both  domestic  and  international  —  on  ways  to  control  and  reduce  direct 
and  indirect  expenses  associated  with  travel.  We  do  this  in  three  ways: 

•  First,  we  produce  various  analysis  products  and  services; 

•  Second,  we  produce  various  publications  which  I  have  brought  and  will 
leave  with  you;  and 

•  Third,  we  conduct  a  variety  of  seminars. 

Additionally,  American  Express  provides  travel  management  services  to 
thousands  of  corporations  and  a  number  of  public  sector  organizations.   By 
way  of  travel  management  services,  I  mean  our  corporate  cards  and 
business  travel  services.  Our  customers  include  64%  of  the  Fortune  500 
companies  and  over  300  public  sector  accounts.  We  also  have  card 
programs  with  38  state  governments,  as  well  as  the  federal  government 
travel  card  program. 

Turning  now  to  the  subject  of  today's  hearing,  the  Department  of 
Defense's  travel  costs  and  indirect  expenses,  I  would  like  members  of  the 
Subcommittee  to  know  that  I  have  met  with  representatives  of  the  DOD 
Travel  Reengineering  group  and  General  Accounting  Office  in  1994  on  this 
subject. 
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In  order  to  assure  that  we  are  operating  within  the  same  framework,  let  me 
first  define  what  I  mean  by  indirect  expenses: 

Indirect  expenses  are  those  costs  associated  with  travel  that  are  hidden 
since,  for  the  most  part,  they  are  transparent  to  travelers.  Indirect 
expenses  can  include: 

•  the  issuance,  monitoring,  processing  and  follow  up  of  cash  advances; 

•  the  administration  and  staffing  support  associated  with  central  or  direct 
billings; 

•  the  processing,  review,  audit  and  financial  controls  associated  with 
expense  reports; 

•  the  maintenance  and  administration  associated  with  maintaining  an 
employee  receivable  system; 

•  the  negative  float  costs  and  lost  opportunity  costs  associated  with 
outstanding  cash  advances; 

•  the  reconciliation  of  central  bills; 

•  documentation  issues  associated  with  reporting  expenses; 

•  the  reimbursement  process;  and 

•  compliance  with  tax  laws  regarding  advances,  documentation  and  meal 
deductibility. 

In  my  professional  experience  I  have  found  that  the  majority  of 
organizations  --  both  private  and  public  sector  —  do  not  have  a  strong 
knowledge  or  understanding  of  how  much  indirect  expenses  cost  them. 
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Our  research  shows  that  on  average  among  those  private  sector  companies 
that  we  survey: 

•  only  15%  have  estimated  the  indirect  cost  to  process  an  expense  report; 

•  only  17%  have  estimated  the  indirect  cost  to  process  a  reimbursement 
check;  and 

•  only  9%  have  estimated  the  indirect  cost  to  process  a  cash  advance. 

For  companies  that  spend  greater  than  $5  Million  on  travel  expenses,  those 
percentages  are  approximately  2  to  3  times  higher. 

In  the  public  sector—  including  governmental  and  educational  entities  ~  the 
knowledge  and  understanding  of  indirect  costs  is  even  less  than  the  private 
sector.   Here  again  our  research  shows  that  on  average: 

•  only  4%  of  the  state  government  respondents  and  8%  of  the  educational 
respondents  have  estimated  the  cost  to  process  an  expense  report; 

•  only  12%  of  state  government  and  14%  of  educational  respondents  have 
estimated  reimbursement  check  costs;  and 

•  only  6%  of  state  government  and  4%  of  educational  respondents  have 
estimated  cash  advance  costs. 

Other  results  from  the  biennial  American  Express  Survey  of  Business 
Travel  Management  indicate  wide  variances  in  transaction  costs.  For 
example: 

•  from  $10  -  $75  to  process  an  advance,  with  an  average  of  $20; 

•  from  $10  -  $150  to  process  an  expense  report,  with  an  average  of  $22; 

•  from  $10  -  $100  to  issue  reimbursement  checks,  with  an  average  of 
$16. 
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These  wide  variances  are  in  part  due  to  an  inconsistent  accounting  for  all 
of  the  steps  in  each  of  these  processes,  and  the  inclusion  or  exclusion  of 
fully  loaded  costs  (materials,  labor,  overhead  etc.). 

On  average,  our  experience  has  shown  that  indirect  expenses  in  the  private 
sector  add  approximately  10%  to  the  total  cost  of  direct  travel  expenses. 
Therefore,  if  an  organization  reports  $10  Million  in  travel  expenses,  it  is 
more  likely  to  have  a  total  of  $1 1  Million,  accounting  for  both  direct  and 
indirect  expenses. 

In  the  case  of  the  federal  government,  I  believe  over  $7  Billion  is  spent  on 
travel  armually.  Therefore,  the  government's  indirect  expenses  could  be 
$700  Million  or  more  using  the  10%  factor  applicable  to  private  industry. 
However,  according  to  data  in  the  DOD  and  GAO  reports  that  you  will 
receive  today,  indirect  expenses  for  the  federal  government  are 
approximately  30%,  and  therefore  could  add  an  additional  $2  Billion  to 
actual  travel  costs. 

Using  my  corporate  experience  as  a  foundation,  it  is  my  view  that  there  are 
many  options  for  the  federal  government  to  close  this  gap  between  private 
sector  numbers  in  the  indirect  expense  area. 

For  example,  most  of  our  private  sector  clients  limit  the  use  of  cash 
advances  given  the  high  indirect  costs  associated  with  their  issuance  and 
reconciliation.   Moreover,  it  is  my  understanding  based  on  anecdotal 
experience,  that  the  culture  of  government  travelers  is  heavily  cash 
oriented.  Therefore,  one  easy  way  to  cut  indirect  expenses  would  be  to  put 
programs  in  place  to  limit  the  use  of  cash  and  authorize  its  use  only  as  a 
supplement  where  other  means  of  expensing  official  travel  are  not 
available. 

Another  direct  way  to  help  close  the  gap  between  the  private  sector  and  the 
government  is  the  American  Express  Government  Travel  Card  Program 
that  I  mentioned  earlier. 
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As  members  of  the  Subcommittee  may  know,  American  Express  was 
awarded  the  federal  government  travel  card  contract  by  the  General 
Services  Administration  in  September,  1993.  Since  then  we  have  issued 
over  one  million  charge  cards  to  federal  employees  —  defense  and  civilian  - 
-  to  be  used  for  official  travel  and  official  travel-related  expenses. 

To  tie  the  American  Express  program  back  to  today's  focus  on  indirect 
expenses,  the  federal  government,  including  DOD,  has  an  opportunity  to 
achieve  significant  savings  by  maximizing  the  benefits  of  the  American 
Express  Government  Travel  Card  Program. 

Specifically,  two  of  the  program's  features  permit  the  government  to 
achieve  rebates.   One  is  a  sponsor  refund  that  is  calculated  on  a  percentage 
of  overall  official  travel  and  related  expenses  charged  on  the  Government 
Card.  The  second  is  a  productivity  refund  that  is  calculated  based  on 
comparative  data  on  cardholders'  reimbursement  to  American  Express. 

Given  that  government-wide  travel  costs  are  approximately  $7  billion  a 
year,  the  opportunity  and  savings  could  be  quite  significant  to  reduce 
indirect  expenses  by  taking  full  advantage  of  the  American  Express 
program. 

The  last  point  I  would  like  to  address  relates  to  the  fundamental 
reengineering  that  the  travel  industry  is  in  the  throes  of  today.   The  two 
major  changes  I  will  speak  to  are:   airline  pricing  and  technology 
advances. 

As  background,  airlines  have  been  seeking  ways  to  reduce  their 
distribution  costs,  since  they  need  to  slash  costs  to  compete  in  an 
environment  of  reduced  airfares.  As  has  been  widely  reported  in  the 
press,  six  weeks  ago  the  major  carriers  announced  that  they  were  reducing 
commissions  to  travel  agencies  -  in  essence  putting  a  $50  cap  on 
commissions  of  tickets  costing  over  $500.  This  action  will  translate  into  a 
price  increase  for  corporations  and  possibly  government  agencies. 
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Travel  agencies  that  specialize  in  business  travel  have  already  begun  to 
reevaluate  their  contracts,  since  they  can  no  longer  provide  the  required 
service  under  the  airlines'  new  pricing  model.   Our  analysis  shows  that  an 
average  large  company  would  see  its  air  travel  expenses  increase  by  about 
$10  per  ticket.  Although  the  public  sector  has  lower  airfares  on  average, 
government  contracts  will  also  be  re-analyzed  in  light  of  this  pricing 
change. 

Further,  industry  analysts  predict  that  thousands  of  smaller  agencies  may 
be  forced  to  lay  off  employees  or  go  out  of  business.  Since  these  agencies 
can  have  government  contracts,  there  may  be  some  upheaval  this  year  in 
this  sector  of  travel  contractors. 

Technology  is  also  driving  change  throughout  the  travel  industry,  an 
industry  which  historically  has  not  been  on  the  leading  edge  of  automation. 
But,  the  travel  industry  is  catching  up  and  catching  on  to  new  technology 
applications  that  eventually  will  take  costs  out  of  the  process. 

For  example,  many  airlines  are  testing  a  ticketless  system  that  would 
improve  efficiency  for  the  passenger,  the  travel  agency  and  the  airline  by 
eliminating  the  paper  ticket.   The  next  step  is  electronic  settlement  of  bills, 
which  would  replace  the  current  system  of  boxing  and  sorting  printed 
receipts  to  the  airlines. 

Technology  will  also  reduce  costs  by  providing  better  management 
information.  Travel  administrators,  for  instance,  can  use  software  tools  to 
identify  travel  bookings  before,  as  well  as  after,  the  trip  is  made  in  order  to 
monitor  compliance  with  travel  policy. 

You  can  expect  to  see  very  shortly: 

•  E-mail  reservations; 

•  '^mart  cards"  being  used  to  replace  the  standard  hotel  check-in;  and 

•  on-line  computer  connections  at  every  step  of  the  trip. 

-6- 
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Employee  productivity  will  undoubtedly  increase.  This  benefit,  coupled 
with  aggressive  travel  management,  should  have  a  positive  effect  on  the 
overall  cost  of  business  travel. 

In  conclusion,  in  today's  competitive  marketplace  where  pressure  to 
control  costs  and  expenses  is  intense,  more  organizations  are  beginning  to 
look  at  ways  to  reduce  indirect  expenses  associated  with  travel.   While 
most  organizations  control  their  direct  expenses  well,  traditionally  they 
have  not  paid  adequate  attention  to  indirect  expenses.  As  a  result,  they  do 
not  have  good  controls  in  place.   As  I  have  indicated  today,  these  indirect 
costs  can  be  considerable  and  require  greater  attention  by  financial 
managers  in  the  public  and  private  sector. 

At  this  point,  I  would  like  to  conclude  my  remarks.   I  would  be  happy  to 
answer  any  questions  that  you  might  have. 

Thank  you. 
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STATEMENT  OF  MATTHEW  W.  APPEL 
VICE  PRESIDENT,  SHARED  SERVICE  OPERATIONS,  TENNECO  INC. 

BEFORE  THE  SENATE  GOVERNMENTAL  AFFAIRS  COMMITTEE 

SUBCOMMITTEE  ON  OVERSIGHT  OF  GOVERNMENT  MANAGEMENT 

AND  THE  DISTRICT  OF  COLUMBIA 

March  28,  1995 


Introduction 

Shared  Services  is  a  relatively  new  initiative  for  Tenneco.   In  November  of  last 
year,  we  completed  a  four-month  feasibility  study.   Since  then,  we  have  been 
mobilizing  and  organizing  a  team  of  approximately  250  people  to  design  and 
implement  shared  services. 

This  document  will  summarize  the  evaluation  of  shared  services  at  Tenneco  and  the 
lessons  learned.    It  is  organized  as  follows: 

•  Description  of  Tenneco 

•  Work  that  was  completed  to  identify  the  opportunities  for  sharing 

•  Current  status  and  plans  for  implementation. 

Tenneco  Background 

Tenneco  Inc.  has  been  in  the  news  the  last  few  years  as  the  result  of  a  successful 
turnaround.   Our  1994  revenues  were  $10  billion. 

We  are  a  diversified  company  with  five  distinct  lines  of  business,  active  in  25 
nations  throughout  the  world.   We  stand  34th  on  the  Fortune  500  and  rank  among 
the  hundred  largest  industrial  corporations  in  the  world.   We  employ  approximately 
70,000  people. 
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Our  five  business  units  are  listed  below: 

Tenneco  is  the  majority  shareholder  of  Case  Corporation,  one  of  the  world's 
leading  manufacturers  of  farm  and  construction  equipment.   Case  is  152  years  old 
and  its  product  lines  include  tractors,  backhoes,  loaders  and  excavators. 

The  automotive  group  produces  Monroe  shock  absorbers  and  Walker  exhaust 
system  components  -  both  leaders  in  their  markets.   They  supply  all  the  major  U.S. 
auto  makers,  as  well  as  Mercedes,  Volvo,  Volkswagen  and  most  of  the  Japanese 
autos  makers  that  manufacture  automobiles  in  the  U.S. 

Termeco  also  owns  Newport  News  Shipbuilding,  which  is  one  of  the  world's  largest 
industrial  facilities.  It  builds  all  the  U.S.  Navy's  nuclear  powered  aircraft  carriers  , 
as  well  as  many  of  its  submarines  and  other  vessels.  The  shipyard  is  111  years  old, 
and  it  employs  approximately  20,000  people  at  one  location. 

Another  Tenneco  division.  Packaging  Corporation  of  America  ,  is  one  of  the 
world's  leading  manufacturers  of  molded-fiber  egg  cartons,  plastic  and  aluminum 
foil  containers  and  corrugated  boxes.    PCA  operates  85  manufacturing  plants  in  the 
U.S.  and  Europe. 

Tenneco  also  owns  Tenneco  Gas  -  which  operates  over  19,000  miles  of  natural  gas 
pipelines.   These  pipelines  move  gas  from  producing  fields  to  consumers 
throughout  the  Eastern  seaboard,  the  Mid-west  and  the  West  Coast.   We  handle 
about  one-sixth  of  all  the  gas  consumed  in  the  U.S.  each  year.   We  are  also 
growing  in  the  power  generation  and  international  pipeline  business. 
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Shared  Services  Definition 

Tenneco's  definition  for  shared  services  is  not  complicated  -  it  is  simply  to  organize 
support  functions  to  deliver  the  most  cost  effective  and  high  quality  services 
possible. 

Most  companies  provide  support  and  staff  service  in  one  of  two  ways  -  centralized 
and  decentralized.   Tenneco  is  an  example  of  a  decentralized  organization.    Each  of 
our  divisions  have  staff  and  support  functions  within  their  organizations. 
Centralized  companies  like  Xerox  and  Dupont  provide  these  services  from  a 
corporate  center. 

In  the  last  few  years,  a  hybrid  of  these  two  models  -  shared  services  -  has  been 
adopted  by  companies  that  have  previously  followed  both  the  centralized  and  de- 
centralized models.  They  have  created  shared  service  centers  for  high  volume 
transactions  and  specialized  skills,  in  some  cases  with  specific  geographic  centers  to 
support  their  multiple  business  units.   This  new  hybrid  -  neither  divisional  nor 
corporate  -  combines  the  advantages  of  both.   It  does  this  by  delivering  services 
that  are  standardized  where  possible,  tailored  to  each  business  unit  where 
necessary,  and  by  economies  of  scale. 

Shared  Services  Evaluation  Process 

In  July  of  last  year,  we  initiated  a  study  to  evaluate  shared  service  opportunities  at 
Tenneco.   This  Opportunity  Assessment  was  jointly  initiated  by  our  CEO  -  Dana 
Mead,  the  Division  CEOs,  and  the  Corporate  Senior  staff.   The  objective  of  this 
study  was  to  identify  and  evaluate  shared  service  opportunities  and  their  associated 
cost/benefit  relationship.   The  Assessment  project  addressed  five  (5)  key  questions: 


79 


>  What  role  should  each  of  the  support  and  staff  functions  play  in  improving 
the  growth  and  performance  of  our  company? 

>  What  are  the  best  alternatives  for  organizing  each  function  to  deliver  cost 
effective,  high  quality  service? 

>  How  can  our  existing  processes  be  re-engineered  to  set  new  world  class 
standards? 

>  How  should  the  implementation  of  shared  services  be  planned  and  managed 
to  ensure  success? 

>  What  economic  benefits  do  we  expect  to  realize  and  what  level  of  investment 
will  be  required? 

The  project  scope  included  all  divisions  and  our  Corporate  group.   The  analysis 
included  all  North  American  operations,  specifically,  our  U.S.  and  Canadian 
operations. 

The  functions  reviewed  in  our  study  included: 

>  Finance  and  Accounting 

>  Human  Resources,  Payroll  and  Benefits 

>  Information  Technology 

>  Purchasing 

>  Legal 

>  Environmental,  Health  and  Safety 

>  Corporate  Affairs/Communications 
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These  functions  were  selected  because  our  initial  investigations  with  other 

companies  migrating  to  shared  services  indicated  that  these  functions  typically  yield 

the  highest  bottom  line  and  qualitative  benefits. 

Phase  I  Approach 

Our  team  was  organized  by  function  and  included  at  least  one  representative  from  a 

division  or  Corporate  and  outside  consultants  who  specialized  in  shared  services. 

The  project  was  divided  into  five  major  steps: 

>  Division  Visits  and  Interviews 

>  Data  Collection 

>  Comparison  to  Benchmarks 

>  Development  of  the  Shared  Service  Model 

>  Economic  Analysis  -  estimating  the  costs  and  benefits. 

Division  Interviews 

The  purpose  of  the  interviews  was  twofold: 

•  One:  to  understand  die  functions  performed  by  our  divisions,  and 

•  Two:  solicit  advice  as  to  which  functions  could  be  shared  and  which 
could  not  be  shared. 

Division  visits  lasted  between  5-7  days.   The  team  interviewed  over  300  people  - 
including  executive  management,  but  more  importantly  the  people  who  actually  do 
the  work  because  they  know  it  better  than  anyone  else.   The  interviews  were  a  key 
part  of  our  evaluation.   In  the  interviews,  people  described  their  jobs,  and  how  they 
performed  them.  The  interviews  determined  if  there  were  any  real  or  perceived 
differences  in  processing  routine  transactions  across  our  divisions. 
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Data  Gathering 

In  our  second  step,  the  team  gathered  extensive  amounts  of  data  about  each 
function.   Three  types  of  information  was  collected  -  head  count,  cost  and  statistical 
information  that  helped  quantify  the  work  performed  by  the  functions.   The 
divisions  quantified  the  manpower  or  full-time  equivalents  performing  each 
function.   This  included  people  that  are  a  part  of  the  formal  organization  as  well  as 
those  who  report  outside  the  formal  organization.   This  is  a  key  point  -  in  order  to 
understand  the  total  cost  of  performing  a  function,  is  it  essential  to  capture  all  costs 
associated  with  the  end  to  end  business  process. 

For  example,  the  full-time  equivalents  or  FTEs  performing  Travel  and  Expense 
processing  include  individuals  within  the  Finance  and  Accounting  organization  as 
well  as  home  office,  plant  or  field  location  people  that  review,  approve  and  code 
travel  reports  and  vouchers  at  their  respective  locations.    Divisions  also  provided 
the  costs  associated  with  performing  the  functions  such  as  labor,  benefits,  rent,  etc. 
And  finally,  divisions  provided  key  statistics  for  each  function  such  as  the  number 
of  invoices  received  and  paid  monthly  and  the  number  of  paychecks  issued  each 
month. 

The  data  gathering  revealed  we  spend  approximately  $636M  or  6%  of  our  domestic 
revenues  on  these  functions.   Additionally,  approximately  5,000  FTEs  are  involved 
in  performing  these  functions.   Of  these  totals.  Finance  represents  the  most 
significant  function  at  $170M  and  2,500  FTEs.   Further  breakdowns  by  sub- 
function  were  also  examined.   For  example,  the  cost  of  processing  travel  and 
expense  reports  represents  about  $1.6M  and  we  process  approximately  150,000 
expense  reports  per  year. 
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Benchmarking 

The  data  gathering  was  critical  to  the  next  step  performed  by  the  project  team  - 
benchmarking.    Four  external  benchmarking  companies  that  are  well  recognized 
and  respected  were  used  to  obtain  benchmark  data.  We  compared  ourselves  to  the 
benchmark  data  in  three  key  areas: 

•  Costs  as  a  percentage  of  revenue 

•  Percentage  of  FTEs  performing  the  function,  and 

•  Individual  transactions  costs. 

The  most  enlightening  comparisons  were  transaction  costs.    For  our  transaction 
comparisons,  we  calculated  each  division's  costs  to  p)erform  the  transaction  as  well 
as  Tenneco's  weighted  average  cost.   We  compared  our  costs  to  companies  at  the 
low  end  of  the  benchmarks,  average  performing  companies  and  companies  in  the 
high  end  of  the  benchmarks  -  in  other  words,  the  best,  the  average  and  the  "needs 
improvement"  companies. 

The  following  are  two  representative  examples  of  the  benchmark  comparisons: 

•  Tenneco's  average  cost  to  process  a  travel  report  is  $10.41. 
Companies  at  the  low  end  of  the  benchmarks  process  a  travel  report 
for  $2.70.    Even  average  performing  companies  process  an  travel 
report  for  significandy  less  than  Tenneco's  cost.   These  companies 
costs  are  only  $6.25  per  travel  report. 

•  Tenneco's  average  cost  per  accounts  payable  invoice  is  $5. 1 1 . 
Companies  at  the  low  end  of  the  benchmarks  process  their  invoices  for 
$.89  and  companies  in  the  median  process  their  invoices  for  $2.41. 
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The  comparison  of  our  costs  to  other  companies  was  an  eye  opening  experience  that 
indicated  the  significant  gap  between  our  performance  and  other  companies. 

It  is  important  to  understand  the  way  we  intend  to  use  the  benchmark  data  to 
capitalize  on  the  obvious  opportunity  that  exists.   While  we  have  a  long  way  to  go 
to  reach  benchmark  lows,  we  haven't  set  our  sights  there  initially.   Our  intention  is 
to  redesign  business  processes  to  achieve  first  quartile  results  at  a  minimum. 

From  there  we  will  focus  on  the  incremental  improvements  necessary  to  achieve 
world-class  performance  levels.    And  as  you  know,  the  benchmarks  aren't  static  - 
they  get  tougher  and  tougher  each  year  as  our  competition  improves  their 
performance. 

Preliminary  Operating  Model 

The  next  task  was  to  develop  a  preliminary  operating  model  for  shared  services. 
Using  the  information  obtained  from  the  interviews  and  data  gathering,  a  model 
was  constructed  for  each  functional  area.   The  models  illustrate  the  functions  that: 

•  could  be  shared  and  performed  in  a  shared  manner 

•  could  be  performed  by  the  corporate,  and 

•  should  remain  as  part  of  a  division's  capabilities. 

Economic  Model 

As  a  final  step,  the  team  developed  an  estimate  of  the  required  projects  and 
associated  costs  to  implement  shared  services  and  die  resulting  benefits.   These 
costs  include  both  the  re-engineering  and  new  integrated  systems  that  would  be 
needed  to  support  a  shared  services  environment. 
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Phase  I  Findings 

Our  summary  conclusions  include  five  key  points: 

•  While  our  businesses  and  cultures  are  very  different,  there  is  a  high 
degree  of  similarity  in  the  support  and  administrative  areas  -  this 
suggests  an  opportunity  for  sharing. 

•  We  have  not  achieved  acceptable  cost  levels  in  many  of  these  support 
functions  -  in  fact  we  are  not  even  close. 

•  Many  of  our  most  talented  people  spend  a  significant  part  of  their  day 
on  tasks  that  could  be,  and  should  be,  automated.   Re-engineering  and 
automating  these  functions  would  free  many  of  our  best  and  brightest 
to  focus  on  more  value  added  tasks. 

•  A  significant  administrative  burden  has  leaked  into  the  operations  side 
of  our  businesses.   There  are  far  too  many  people  involved  in  these 
activities  outside  the  formal  functional  organizations. 

•  Each  division  has  multiple  initiatives  in  progress  in  the  pursuit  of 
lowering  operating  costs.   In  fact,  three  (3)  of  our  divisions  have 
independently  initiated  re-engineering  projects  to  solve  the  problem  of 
aging,  outdated  business  processes  and  information  systems.   To 
accomplish  this  separately  will  be  very  expensive  and  will  not  result  in 
the  desired  level  of  system  integration. 

Our  high  costs  in  processing  travel  reports  are  due  to  several  factors: 

•  Manual  processing  -  as  business  needs  have  changed,  our  people  have 
developed  manual  work-arounds  that  although  get  the  job  done,  are 
time  consuming  and  costly. 

•  Multiple  policies  and  procedures  -  many  of  the  business  practices 
differ  across  the  divisions  and  even  within  a  division.   For  example, 
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each  division  has  its  own  travel  forms,  some  allow  cash  advances, 
some  do  not,  some  process  weekly  expense  reports,  some  daily  and 
some  only  monthly.     There  is  simply  no  business  reason  for  these 
differences. 

•  Multiple  computer  systems  -  each  division  has  a  separate  system  for 
processing  travel  expenses  and  some  divisions  have  more  than  one 
computer  system  within  their  organization. 

•  Multiple  travel  companies  -  a  single  vendor  is  not  used  for  travel 
bookings  and  services.   This  negatively  impacts  our  ability  to  leverage 
our  travel  providers. 

•  Lack  of  best  practices  -  our  divisions  have  not  re-engineered  their 
business  processes  around  best  practices.   For  example,  only  one 
division  has  eliminated  employee  advances.   Other  divisions  still 
process  employee  travel  advances  on  a  daily  basis. 

Phase  I  Conclusions  and  Recommendations 

It  is  clear  that  there  are  substantial  opportunities  for  improvement,  the  question  is 
how  can  Tenneco  most  quickly  and  effectively  capitalize  on  these  opportunities? 
Our  answer  is  the  shared  services  operating  model.   Routine,  high  volume 
transactions  such  as  travel  voucher  processing  are  the  types  of  functions  that 
Tenneco  will  move  to  a  shared  service  center. 

How  will  Tenneco  lower  its  costs  and  improve  services  for  these  type  of  functions? 
By  combining,  standardizing,  re-engineering  and  perhaps  most  importantly,  taking 
advantage  of  the  economies  of  scale  across  our  divisions,  we  can  improve  the  cost 
effectiveness  and  overall  quality  of  these  functions  one  time. 
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Next  Steps 

We  have  mobilized  and  are  moving  swiftly  to  implement  shared  services.   We  are 

halfway  into  a  six-month  Design  Phase.     Our  Design  Phase  includes  (3)  overall 

activities: 

>  The  first  activity  is  Business  Process  Design  -  in  this  step  we  will  standardize 
and  re-engineer  each  business  process. 

>  The  second  activity  is  to  evaluate  and  select  application  software.  In  fact,   we 
have  already  completed  an  analysis  of  our  requirements  and  concluded  that 
commercially  available  software  will  more  than  meet  our  needs. 

>  The  third  activity  is  to  design  the  shared  services  organization.   This  analysis 
will  include  decisions  such  as  determining  the  appropriate  location  for  the 
service  center,  determining  the  number  and  qualifications  of  people  needed 
and  how  service  center  functions  will  be  priced  and  charged  to  divisions. 

The  final  phase  of  our  shared  service  project  is  the  implementation  phase. 
Implementation  will  span  an  additional  6-24  months  depending  on  the  function. 

Concluding  Remarks 

In  conclusion,  Tenneco  has  thoroughly  and  critically  evaluated  the  shared  services 
concept  to  determine  if  it  had  value  for  our  organization.   Even  with  Tenneco's 
diverse  lines  of  business  and  cultures,  the  answer  to  this  question  is  a  resounding 
"yes".      We  view  shared  services  as  an  essential  initiative  that  will  help  us  take  a 
quantum  leap  in  lowering  our  operating  costs  and  improving  our  perft)rmance. 
Recognizing  these  benefits,  we  are  moving  aggressively  to  implement  the  shared 
service  concept  across  our  corporation. 


11 


87 


FOR  OFFICIAL  USE  ONLY 

UNTIL  RELEASED  BY  THE 

SENATE  COMMITTEE  ON 

GOVERNMENT  AFFAIRS 


STATEMENT  OF 

UNDER  SECRETARY  OF  DEFENSE 

(COMPTROLLER) 

JOHNJ.HAMRE 


BEFORE  THE 
SENATE  COMMITTEE  ON  GOVERNMENT 

AFFAIRS, 

SUBCOMMITTEE  ON  OVERSIGHT  OF 

GOVERNMENT  MANAGEMENT  AND  THE 

DISTRICT  OF  COLUMBIA 


IN  CONNECTION  WITH 

TRAVEL  MANAGEMENT  AT  THE 

DEPARTMENT  OF  DEFENSE 


FOR  OFFICLA.L  USE  ONLY 
UNTIL  RELEASED  BY  THE 
SENATE  COMMITTEE  ON 
GOVERNMENT  AFFAIRS 


88 


,v  (-■-•- —• 

Mr.  Chairman,  members  of  the  committee,  it  is  a  pleasure  to  be  here  to  •;  ;;;7.^j?a, 
address  you  on  our  temporary  duty  travel  reengineering  project  within  the    "" 
Department  of  Defense. 

Status  of  the  Travel  Reengineering  Project 

Last  June,  the  Undersecretaries  of  Defense  for  Acquisition  and  Technology, 
Personnel  and  Readiness,  and  Comptroller,  and  the  Director  for  Administration 
and  Management,  chartered  the  DoD  Task  Force  to  Reengineer  Travel.  The 
Task  Force's  report,  published  in  January,  1995,  recommends  we  shift  our  ways 
of  thinking  about  traveling  for  the  Govemment,  and  provides  numerous  specific 
changes  in  our  administration  of  travel.  It  recommends  reliance  on  the  private 
sector  to  accomplish  many  of  its  goals.  Our  vision  is  a  seamless,  paperless 
system  that  meets  the  needs  of  travelers,  commanders,  and  process  owners;  it 
must  reduce  costs,  support  mission  requirements,  and  provide  superior  customer 
service. 


On  January  23,  the  Deputy  Secretary  of  Defense  directed  the  Department 
to  implement  the  recommendations  of  the  Task  Force,  and  tasked  me  to 
manage  the  transition  effort,  giving  me  the  authority  to  change  any  practice, 
policy,  or  procedure  within  the  Department  to  accomplish  this  end.  I  have 
created  a  transition  task  force  of  functional  experts  and  Service  and  Agency 
representatives.  This  task  force  is  up  and  running-  running  very  fast,  in  fact- 
and  I  have  brought  Ms.  Karen  Cleary  Alderman,  the  Transition  Team  Director, 
with  me  today.  The  task  force  process  includes  a  steering  group  of  major 
general/rear  admiral  or  equivalent  representatives  from  all  the  Services,  and  it 
has  a  working  group  level  to  tackle  the  specifics  of  the  implementation.  We  have 
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also  included  the  DoD  Inspector  General's  staff  in  our  process,  to  ensure  we 
build  in  appropriate  oversigfit  processes  up  front. 


This  transition  team  has  an  extremely  ambitious  timeline,  and  has  begun  to 
meet  many  of  the  targets  set  forth  in  the  original  task  force  report.  The  first  task 
was  to  create  a  simplified  structure  of  entitlements,  one  that  provides  equity 
among  officers,  enlisted  members,  and  civilian  travelers  in  the  Department.  I  am 
happy  to  report  that  a  simpler  regulation  is  virtually  complete. 

We  have  prepared  an  entitlements  package  that  will  replace  chapter  4  of 
both  the  Joint  Federal  Travel  Regulations  and  Joint  Travel  Regulations,  which 
cover  both  military  and  civilian  travelers,  respectively;  these  simplified 
entitlements  reduce  the  existing  regulations  by  over  90%.  I  must  compliment  my 
colleagues  in  the  office  of  the  Undersecretary  of  Defense  for  Personnel  and 
Readiness  for  radically  altering  the  structure,  language,  and  direction  of  the 
entitlements  regulation  so  quickly.  They  have  done  a  truly  remarkable  job,  fixing 
in  two  months  a  document  that  has  taken  over  40  years  to  create. 


Some  of  the  changes  in  this  simple  document  include:  payment  of  75%  of 
the  meals  and  incidental  allowance  on  the  day  of  departure  and  day  of  return; 
using  a  "whole  day"  concept  for  meals,  whereby  meals  in  a  Govemment  mess 
are  regarded  as  available  only  if  all  three  meals  are  in  fact  available  and  suitable 
for  mission  requirements;  and  retention  of  the  lodgings-plus  system  of 
determining  per  diem  but  with  the  ability  of  the  authorizing  official  to  pennit 
exceptions  up  to  1 50%  of  the  per  diem  rate  when  the  CTO  cannot  book 
arrangements  with  the  normal  rate.  I  have  fumished  a  copy  of  the  entitlements 
report  to  your  staff. 
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This  package  requires  some  waivers  from  other  govemment  agencies, 
including  the  Internal  Revenue  Service  and  General  Services  Administration, 
which  we  have  requested.  We  are  also  giving  our  unions  the  opportunity  for  input 
through  the  Defense  Partnership  Council.  I  have  included  a  summary  of  our 
waiver  requests  with  my  written  remarks.  We  expect  a  favorable  response  in  the 
very  near  future. 

Additionally,  the  Department  has  established  both  use  of  the  travel  card 
(currently  fumished  by  American  Express  through  a  GSA  contract)  and  payment 
of  travel  claims  and  advances  by  electronic  funds  transfer  as  our  standard 
business  practice.  We  are  developing  procedures  that  offer  the  option  to  split 
disbursement  of  travel  payment,  to  both  the  travel  card  vendor  and  to  the 
traveler,  as  well.  Implementation  instruction  are  in  final  stages  of  development 
even  as  we  speak. 


Another  major  initiative  is  the  development  of  a  standard  statement  of  work 
for  the  commercial  travel  office  contracts  with  DoD.  This  effort  has  been 
undenway  for  quite  some  time,  and  will  be  complete  by  the  middle  of  April.  This 
statement  of  work  will  clearly  identify  the  services  sought  by  the  Government 
from  industry,  requiring  for  example  that  CTOs  book  Govemment  billeting  as  well 
as  commercial  lodging;  it  will  also  require  CTOs  to  prepare  "should-cost" 
estimates  for  travel  based  on  booked  arrangements.  We  seek  "one-stop 
shopping"  for  all  travel  arrangements,  just  as  is  provided  to  many  corporate 
customers  of  our  CTOs. 

Also  by  the  middle  of  April,  several  pilot  sites  will  have  been  nominated  by 
the  Services  and  Defense  Agencies,  and  pilot  programs  are  scheduled  to  begin 
in  July  of  this  year.  We  anticipate  the  pilot  programs  are  scheduled  to  begin  in 
July  of  this  year.  We  anticipate  the  pilot  and  selection  process  will  last  about  a 
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year  in  toto,  and  we  will  begin  DoD-wide  application  of  the  process  within  the 
next  fiscal  year. 


We  will  hold  an  industry  symposium  April  26  to  seek  what  products  within 
the  commercial  sector  can  meet  our  needs.  We  intend  to  present  industry  with 
three  major  pieces:  simplified  entitlements,  a  standard  statement  of  work  for  a 
contract,  and  new  administrative  and  financial  procedures  (such  as  split 
disbursement  and  EFT).  We  expect  them  to  offer  us  systems  that  will 
seamlessly  tie  these  pieces  together  into  a  paperless  process.  The  transition 
team  has  been  receiving  queries  from  industry  since  the  day  this  symposium  was 
announced  in  the  Commerce  Business  Daily  on  March  1st. 


Some  limited  pilots  have  already  begun  to  provide  proof-of-concept  testing 
of  many  elements  of  the  new  system.  At  Air  Combat  Command  headquarters  at 
Langley  Air  Force  Base,  Virginia,  we  will  test  maximized  use  of  the  travel  card, 
payment  by  EFT,  and  use  of  a  commercial  software  program  to  prepare  orders 
and  compute  vouchers.  Within  the  Washington  area,  the  1 1th  Support  Wing, 
and  Air  Force  unit,  is  testing  similar  processes.  The  National  Security  Agency 
has  had  a  long-term  reengineering  effort  underway,  which  was,  by  the  way,  very 
helpful  in  completing  our  own  study;  they,  too,  will  be  testing  similar  processes 
within  their  own  specialized  community.  Lastly,  the  Army's  Forces  Command 
headquarters  in  Atlanta  will  be  testing  similar  arrangements,  but  integrated  with 
the  Army's  financial  management  systems.  Initial  feedback  from  these  limited 
tests  are  encouraging:  error  rates,  cycle  times,  and  customer  "time  in  line"  is 
reduced,  which  assists  us  in  both  managing  Govemment  cost  and  serving 
travelers  faster.  Manpower  can  then  be  redirected  to  more  productive  tasks. 


Barriers  to  Progress 
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While  we  are  enthusiastic  about  this  program  in  principle,  the  devil  is  of 
course  in  the  details,  and  we  have  found  four  major  barriers  to  our  fully 
implementing  this  project: 

a.  Barriers  within  Government  first,  we  must  seek  waivers  from  other 
Govemment  agencies,  as  I  have  mentioned,  such  as  GSA  and  IRS;  we  must 
also  seek  General  Accounting  office  approval  of  the  use  of  electronic  signatures 
and  other  measures  to  streamline  the  management  of  information.  These  waiver 
request  have  already  been  submitted,  as  I  have  said,  and  we  are  awaiting  a 
response. 

b.  Barriers  within  DoO.  second,  we  have  not  been  able  to  fully  develop  a 
good  baseline  for  current  process  costs,  since  each  installation  uses  somewhat 
different  processes  and  has  radically  different  levels  of  technology. 
Compounded  with  Service  variations  in  accounting  and  financial  management 
systems,  this  will  make  for  some  complex  interface  questions.  Our  proof-of- 
concept  pilots  within  Amy  and  Air  Force  address  some  of  these  issues, 
however,  and  we  will  be  able  to  get  answers  to  many  of  these  questions  as  we 
continue  to  test. 

c.  Barriers  within  the  private  sector,  third,  the  commercial  world,  on  which 
we  intend  to  rely  for  many  tasks,  is  rapidly  changing  its  practices  as  well.  As  you 
know,  most  airlines  have  imposed  a  cap  on  commissions  paid  to  commercial 
travel  offices,  which  significantly  reduces  their  income.  Since  our  contracts  with 
these  CTOs  are  concession  contracts,  in  which  we  pay  nothing  directly  to  them  , 
we  will  likely  have  to  alter  our  practices  in  this  regard.  No  standard  CTO  contract 
exists  within  DoD-or  indeed  throughout  the  Govemment-but  we  are  developing 
one  now.  Additionally,  there  are  no  true  'lurnkey"  commercial  systems  that 
integrate  all  the  parts  of  the  process.  While  many  vendors  provide  portions  of 
such  a  system,  no  firm  has  integrated  all  the  elements  into  a  seamless  system. 
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Our  project  will  provide  the  impetus  to  create  such  a  system.  Our  travelers  also 
do  not  all  accept  the  use  of  the  travel  card,  due  either  to  mis-education  (which  is 
our  fault)  or  perceived  poor  service,  and  we  have  a  challenge  ahead  of  us  to 
train  our  travelers  In  the  advantages  of  the  using  the  travel  card. 

d.  Barriers  within  our  culture:  fourth,  and  perhaps  most  important,  are 
barriers  to  our  thinking  with  the  Department.  We  must  first  change  the 
perception  that  loosening  controls  will  cause  someone  to  get  an  undeserved 
dollar.  Rather  than  focus  on  potential  chiselers,  who  comprise  less  than  two 
percent  of  our  total  population  (and  of  the  commercial  world  as  well),  we  should 
be  focusing  on  the  over  98%  of  our  people  who  are  honest  and  do  the  right 
thing-no  matter  how  much  we  get  in  their  way.  We  need  to  change  the 
"Washington  Post  test"  to  focus  on  the  cost  of  administration  of  trying  to  catch 
that  one  or  two  percent,  which  we  impose  on  one  hundred  percent  of  the 
travelers  and  their  superiors. 

We  have  other  intemal  perceptions  to  overcome  as  well,  such  as  a 
somewhat  paternalistic  view  of  junior  enlisted  members  who,  we  assume,  when 
given  new  tools  could  abuse  them;  a  distrust  of  new  technology  and  of  the 
reegineering  process  in  general;  and  the  impression  that  this  effort  is  but  another 
"one  size  fits  all"  solution  to  all  our  problems.    It  is  not,  of  course:  we  do  provide 
flexibility  to  meet  mission  requirements. 

I  am  happy  to  report  we  are  correcting  these  perceptions,  but  it  will  take 
some  time.  We  have  a  substantial  intemal  marketing  effort  undenway  within  the 
Department,  and  are  continually  seeking  buy-in.  I  am  confident  that  once  we 
have  data  from  successful  tests  and  pilots,  the  program  will  begin  to  sell  itself. 

Investments 

We  don't  know  the  full  scope  of  investment  costs  for  project  until  tests  are 
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complete.  We  intend  to  make  maximum  use  of  existing  infonnation  architecture 
at  our  installations,  but  not  allow  ourselves  to  be  limited  by  that  architecture 
alone.  We  will  have  to  buy  software  from  commercial  vendors,  create  "bridging' 
programs  to  get  accounting  systems  to  accept  data,  purchase  some  hardware 
and  additional  connectivity  for  installations  and  organizations  that  lack  such 
infrastructure,  and  pay  for  vendors  to  train  current  process  owners,  travelers,  and 
commanders  in  their  new  systems.  I  think  these  costs  will  be  relatively  small, 
compared  to  the  potential  savings,  and  can  be  managed  within  the  existing  and 
projected  DoD  budget.  Again,  our  pilot  projects  will  tell  us  much  more  about 
such  costs.  At  Langley  Air  Force  Base,  for  example,  costs  have  been  limited  to 
purchasing  some  software,  some  minor  hardware  upgrades,  and  paying  for 
system  maintenance  and  bridging  program  development.  Since  this  process  is 
not  yet  complete,  I  cannot  give  you  a  full  cost  breakdown,  but  we  will  furnish  it  in 
due  course. 

Performance  Measures 

We  are  developing  performance  measures  to  use  throughout  the  testing 
and  implementation  phases  of  this  effort.  They  include  total  cycle  time,  indirect 
and  direct  costs  of  travel,  and  customer  satisfaction.  We  also  want  to  examine 
aspects  of  policy  compliance,  some  of  which  we  do  already,  such  as  the 
percentage  of  total  travel  reimbursements  made  via  EFT,  percent  of  total  travel 
paid  for  through  the  travel  card,  and  percent  of  airline  reservations  made  on  city- 
pair  contract  routes.  We  are  preparing  a  draft  set  of  performance  measures 
now,  and  will  refine  them  throughout  the  testing  process.  Of  note  is  the 
participation  of  members  of  the  DoDIG  staff  and  the  budget  and  costing 
communities  in  helping  us  identify  cost  baselines  and  to  shape  these 
performance  measures. 
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Potential  Savings 

Just  as  we  don't  know  the  full  extent  of  investment  costs,  we  don't  know  the 
full  extent  of  potential  savings.  We  estimate  we  currently  spend  between  15% 
and  30%  of  the  direct  cost  of  travel  on  administration,  which  equates  to  between 
$500  and  $1  billion  each  year.  Within  those  numbers,  about  $100  million  are 
salaries  of  voucher  examiners  and  computation  specialists  in  Service  and 
Agency  finance  centers;  we  also  estimate  that  about  $60  million  is  spent  on 
reconciling  and  paying  travel  costs  billed  to  central  accounts  (such  as 
Government  Travel  Accounts  and  transportation  requests).     Following  our 
reengineering  strategy  would  reduce  these  two  costs  substantially.  We  also 
would  be  able  to  capture  the  full  range  of  travel  card  rebates  and  shared 
commissions  with  travel  service  providers,  such  as  hotels  and  rental  cars,  that 
we  currently  lose.  We  currently  retain  about  $5  million  of  a  potential  $45  million 
in  shared  commission  and  rebates.     The  changing  industry  commission 
structure  and  the  expanded  scope  of  services  we  expect  will  affect  this  amount, 
but  we  don't  know  by  how  much  yet.  I  hesitate  to  mention  specific  cost  reduction 
goals  because  we  simply  do  not  have  a  full  handle  on  current  costs. 

Other  portions  of  the  cost  are  in  the  salaries  of  administrative  personnel, 
who  now  spend  an  inordinate  amount  of  their  time  working  within  today's  highly 
bureaucratic  system-though  this  is  not  their  primary  responsibility.  We  would  be 
letting  these  people  perform  more  productive  tasks  once  our  refomis  are  fully 
implemented. 

One  of  the  greatest  improvements  will  be  reducing  "time  in  line."  We  do 
know  that  our  travelers  spend  and  extraordinary  amount  of  time  complying  with 
the  current  rules.  Our  study  shows  an  estimated  six  hours  of  time  for  travelers 
simply  to  prepare  a  reimbursement  voucher  for  submission;  one  base  got  this 
down  to  an  hour.  If  we  can  make  that  much  of  an  improvement  DoD-wide,  we 
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could  save  as  much  as  21 ,000  manyears--a  division's  worth  of  troop  labor-that 
would  be  devoted  to  much  more  productive  tasks  directly  related  to  the 
readiness  of  our  Armed  Forces.  That's  the  kind  of  payoff  we're  seeking  through 
this  process. 

I  have  prepared  "10  Commandments"  for  this  new  system,  which  I  would 
like  to  share  with  you  now: 

Ten  Commandments  for  the  New  Travel  System 


1. 


The  traveler  and  commander  or  supervisor  are  honest  professionals, 

who  are  accountable  for  their  actions.  Simple  rules  and  automated 

tools  will  help  them  carry  out  their  responsibilities. 


Entitlements  are  simple,  easy  to  understand,  and  provide  maximum 

flexibility  for  mission  support.  Arrangements  are  based  on  mission 

rather  than  status  of  traveler. 


Travelers  and  supervisors  will  have  one-stop  shopping  for  all 
arrangements  through  mandatory  use  of  a  Commercial  Travel  Office 
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Supervisors  will  have  travel  budgets,  and  will  approve  vouchers  and 

variations  in  "should-cosf  arrangements.  Simplified  accounting  and 

management  information  systems  will  let  supervisors  track  their 

funds 


Travelers  will  be  paid  fairly  and  quickly  through  a  process  they  can 

easily  understand  and  use 


One  document  will  support  travel,  by  being  the  order,  itinerary, 

voucher,  and  record  of  any  changes  in  arrangement 

Data  will  be  entered  once,  regardless  of  source,  and  all  levels  will 

rely  on  electronic  records  rather  than  paper  documents 


7. 


No  more  paper  statements  of  nonavailability--if  Government  facilities 
can't  be  confirmed  through  the  CTO,  they  don't  have  to  be  used 


8. 
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The  traveler  would  hold  all  receipts,  not  the  Government,  just  as  we 

do  for  taxes 


9. 


Travelers  will  use  commercial  travel  cards  to  pay  for  all  travel 

expenses,  consistent  with  mission  requirements,  with  split 

disbursement  both  to  the  traveler  and  to  the  card  company  via 

electronic  funds  transfer 


10. 


No  cash  advances,  except  in  the  most  unusual  circumstances-use 
the  travel  card  for  advances  or  pay  most  charges  on  the  travel  card 

These  commandments  fomn  the  specific  tenets  of  our  vision,  and  will  assist  in 
shaping  our  transition  to  the  future.  More  importantly,  they  represent  the  best-in- 
class  practices  found  both  inside  the  Govemment  and  in  the  private  sector. 
However,  they  do  not  now  exist  together  as  a  seamless  process.  DoD  intends 
to  become  the  example  for  others  to  follow.  The  Travel  Reengineering 
represents  one  of  many  ;  we  are  committed  to  fundamentally  improving  our 
unduly  management  processes.    I  look  fonvard  to  working  with  you  and  my 
colleagues  in  helping  to  reshape  the  travel  process  to  attain  our  vision. 


11 
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INTRODUCTION 


Total  Quality 
Management 


Good  morning  Mr.  Chairman  and  distinguished 
members  of  the  Conunittee.   I  welcome  the  opportunity 
to  appear  before  you  today  to  discuss  the  National 
Security  Agency's  (NSA's)  efforts  to  reengineer  its 
travel  process.   The  NSA  is  responding  to  both 
internal  and  external  pressures  to  reduce  its 
operating  costs.   The  challenge  of  managing  in  the 
face  of  the  realities  of  declining  dollars  and 
manpower  is  significant.   In  response  to  these 
pressures,  the  NSA  established  a  number  of  process 
improvement  and  action  teams,  quality  planning 
teams,  quality  lead  teams  and  benchmarking  teams 
over  the  last  four  years  with  great  success.   We 
have  been  through  major  restructuring,  downsizing, 
and  a  significant  set  of  quality  initiatives  and  now 
recognize  that  lasting  significant  change  demands 
new  approaches  like  Business  Process  Reengineering 
(BPR) . 

In  1990,  the  Director  NSA,  launched  a  Total 
Quality  Management  (TQM)  effort  at  NSA  and  created  a 
Quality  Management  Council.   This  Council,  composed 
of  NSA's  Board  of  Directors  (BoD) ,  has  accepted  the 
criteria  of  the  Presidential  Award  for  Quality  as 
the  standard  against  which  we  will  measure 
ourselves. 


National  Performance 
Review 


NSA  Identifies 
Reengineering  Team 


In  September  1993,  NSA  was  identified  as  a 
National  Performance  Review  (NPR)  reinvention 
laboratory,  embracing  the  tenets  prescribed  in  the 
NPR.   We  looked  for  breakthrough  thinking  and 
approaches  to  improve  important  processes  affecting 
customers  and  to  create  a  government  that  is  freed 
from  useless  bureaucracy,  waste,  red  tape,  and 
senseless  rules.   Taking  the  lead  from  corporate 
America,  we  examined  many  of  our  administrative  and 
support  processes  in  our  continuing  effort  to 
achieve  a  quality  organization  that  focuses  on 
continuous  improvement  and  customer  service. 

In  April  1994,  we  identified  the  Temporary  Duty 
(TOY)  travel  process  as  one  of  the  most 
bureaucratic,  time-consuming  and  costly.   At  the 
request  of  Lt.  General  Thomas  Mclnerney,  USAF, 
Director,  Defense  Performance  Review  (DPR)  to 
develop  a  prototype  travel  system  that  could 
possibly  be  used  as  a  model  for  all  DoD,  we  selected 
a  Travel  Reengineering  Team  (TRT)  to  redesign  our 
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Goals  &  Objectives 


Senior  Steering 
Committee 


Business  Process 
Reengineering 


BPR  Model 


Analyzing  Current 
Travel  Process 


TDY  process.   As  an  NPR  reinvention  lab,  the  Team's 
goal  was  for  NSA  to  become  "best  in  class"  at 
providing  travel  management  services,  reduce  overall 
cost  associated  with  the  process  by  25%  (cycle  time, 
process  time,  manpower  and  overhead) ,  exceed 
customer  expectations,  and  streamline  the  end  to  end 
process  (i.e.,  planning,  initiation,  execution, 
reconciliation,  and  policy) . 

A  Senior  Steering  Committee  was  established  as 
the  guiding  body  for  the  reengineering  project.   The 
committee  consisted  of  seven  senior  managers  who 
were  responsible  for  championing  the  approved 
Implementation  Plan  and  providing  a  lin)c  between  the 
TRT  and  senior  management  in  areas  concerning 
changes  in  policies,  procedures  and  information 
technology. 


The  Reengineering 
techniques  and  methods 
Process  Reengineering 
quantum  leaps  forward 
travel.   BPR  is  a  proc 
rethinking  and  radical 
processes  to  achieve  d 
critical,  contemporary 
as  cost,  quality,  serv 
eliminating,  and  chang 
practices.   In  additio 
technology  as  an  enabl 
strategic  asset. 


Team  used  the  tools, 

identified  in  Business 
(BPR)  in  order  to  achieve 
in  the  way  NSA  conducts  TDY 
ess  that  looks  to  fundamental 

redesign  of  business 
ramatic  improvements  in 
measures  of  performance,  such 
ice,  and  speed  by  challenging, 
ing  current  business 
n,  BPR  embraces  information 
er,  recognizing  its  value  as  a 


The  NSA  developed  a  "BPR  model"  for 
reengineering  the  travel  processes  that  looked  to 
identify  the  project;  map  the  current  process; 
determine  customer  needs;  develop  performance 
measures;  baseline  process  performance  and  costs; 
benchmark;  search  for  information  technology; 
conduct  visioning;  develop  new  process  alternatives; 
cost  these  alternatives;  design  an  implementation 
plan;  pilot  and  modify;  and  fully  implement  the  new 
process . 

In  an  effort  to  gain  a  full  understanding  of  the 
current  travel  process,  an  in-depth  review  and 
analysis  was  performed  by  gathering  information  on 
all  aspects  of  the  Agency's  travel  program.   Data 
compiled  included  statistical  information,  costs 
involved  in  the  administration  of  the  program,  and 
detailed  flowcharting  of  the  process  at  a  high 
level,  as  well  as  individual  subprocesses.   From 
these  flowcharts,  costing  data  and  both  cycle  and 
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Process  Problems 


Technology 
Problems 


Organizational 
Problems 


Customer  Focus 


process  times  were  calculated.   We  found  that  the 
current  process  takes  79  days,  from  start  to  finish 
(not  counting  travel  time) ,  and  costs  on  average 
$232.84  per  trip  to  administer  (17%  admin  cost  to 
travel  budget) . 

We  found  a  number  of  problems  relating  to 
processes,  technology  and  structure:  the  process 
was  very  time  consuming  (cycle/process  time) ;  was 
very  expensive;  did  not  meet  customer's/management's 
needs  or  expectations;  did  not  utilize  "best 
practices";  involved  significant  amount  of 
traveler's  time;  involved  customer  confusion 
regarding  whom  to  contact  when  questions  arose; 
existing  rules/regulations  were  not  customer  service 
oriented,  cost  effective  or  easily  interpreted  by 
the  customer;  included  inconsistency  in  the  way 
processes  were  performed  across  organizations;  and 
was  manual,  time-consuming,  and  involved  repetitive 
processes. 

Problems  found  in  technology  included:  all 
travel  data  was  not  maintained  in  one  central 
database;  separate,  duplicative  databases  were  being 
maintained  within  the  organizations;  the  technology 
lacked  the  capability  of  providing  real  time  on-line 
budget  information  for  organizations;  some 
Management  Information  System  (MIS)  information  was 
not  being  captured  by  current  databases;  and  there 
was  a  lack  of  tracking  or  status  capability  for 
travelers  and  management. 

Organizational  problems  included:  the  travel 
process  was  maintained  within  different 
organizations;  personnel  working  on  the  travel 
process  did  not  fully  understand  the  impacts  of 
their  actions  on  the  customer  or  other  organizations 
within  the  process;  personnel  lacked  the  tools, 
technology  and  information  required  to  work 
efficiently;  goals  and  objectives  of  organizations 
often  conflicted;  and  personnel  did  not  receive 
comprehensive  and  consistent  training  on  processes. 

In  order  to  understand  what  the  new  travel 
process  should  include,  NSA  had  to  first  identify 
who  the  customers  of  the  travel  process  were  and 
their  needs  and  expectations.   We  identified  all  the 
customers  and  linked  the  products  and  services 
provided.   Using  this  information,  the  NSA  then 
categorized  and  prioritized  the  customers  by  type  of 
travel  and  selected  several  groups  of  travelers  to 
participate  in  customer  focus  sessions. 
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Travelers  Want  To 
Have  .  .  . 


The  results  of  the  customer  focus  sessions  were 
analyzed  and  a  number  of  process  characteristics 
were  developed  based  on  information  gathered  from 
the  sessions.   Some  of  the  process  characteristics 
developed  included: 

Individual  Government  Issued  Charge  Card  -  paid  by 
Agency,  all  expenses  could  be  charged,  travelers 
want  to  be  able  to  purchase  tickets  at  airport,  if 
necessary,  for  emergency  trips; 

Electronic  Voucher/Expense  Report  -  immediate  turn- 
around, if  not  electronic,  want  walk-in  service, 
claim  settled  immediately; 

One-Stop  Shopping  -  one  person  to  do  entire  process 
(from  planning  trip  to  settling  voucher) ; 

Access  to  Information  -  at  traveler's  desk,  accessed 
on-line  through  their  computer,  flights,  rental  car, 
per  diem,  hotel,  geographic  information,  policy, 
etc . ; 

Money  at  Lowest  Level  -  budget  at  lowest  possible 
level.   Key  Component  Certifying  Officials  (KCCOs) 
and  senior  managers  indicated  that  managers  should 
be  responsible  for  managing  travel  and  their  budget 
to  meet  mission  needs; 

Flexible  Guidelines  -  want  to  be  able  to  do  whatever 
it  takes  to  accomplish  the  mission;  want  to  be 
treated  as  responsible  and  accountable  adults; 

Electronic  Centralized  Travel  Request  (CTR)  - 

immediate  turnaround,  real-time  on-line  drawdown  of 
travel  funds  from  their  budget; 

Flat  Rate  Per  Diem  -  set  amount  for  lodging  and 
meals  combined. 


Upon  gathering  the  information  from  these 
sessions,  NSA  developed  a  list  of  process 
characteristics  for  the  "To  Be"  travel  process  in 
order  to  prepare  a  survey  to  send  to  various 
companies.   Additionally,  these  process 
characteristics  were  used  to  develop  performance 
measures  which  were  based  on  such  considerations  as 
low  cost,  management  responsibility,  cycle  and 
process  times,  and  customer  satisfaction. 
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Benchmark 
"Best  in  Class" 


Benchmark  40 
Companies 


Travel  Process  in 
Generic  Form 


30  Best  in  Class 

Characteristics 

Identifled 


We  set  out  to  benchmark  for  "best  in  class" 
practices  in  travel  management.   This  entailed  the 
search  for  industry  best  practices  that  lead  to 
superior  performance.   Benchmarking  allowed  us  to 
adopt  best  practices  without  reinventing  the  wheel 
by  comparing  different  methods  in  which  companies 
perform  their  business  processes. 

Preliminary  research  to  determine  which 
companies  within  corporate  America  were  considered 
"best  in  class"  involved  reviewing  various  trade 
journals,  magazines,  corporate  publications,  and 
interviews  with  leaders  in  the  industry.   We  looked 
for  companies  that  had  been  creative  and  innovative 
in  the  travel  management  process  and  had  previously 
conducted  benchmarking  in  the  travel  arena.   From 
secondary  research,  names  of  40  companies  were 
gathered  and  each  company's  Travel  Manager  was 
contacted  to  discuss  the  project  and  to  fax  the 
survey.   In  addition,  we  obtained  travel  information 
from  seven  government  agencies.   Based  on  feedback 
from  the  surveys,  secondary  research,  and  initial 
contacts,  we  narrowed  our  efforts  to  visiting  eight 
companies,  three  technology  vendors,  and  three 
government  agencies. 

When  breaking  down  the  travel  process  into  its 
most  generic  form,  it  was  determined  that  it 
contained  five  basic  processes  consisting  of:  places 
orders;  processes  orders;  products  delivered; 
receives  charges/billed;  and  pays  bill. 

After  the  initial  benchmarking  visits,  a  list  of 
"best  in  class"  themes  was  compiled  to  analyze  which 
company  truly  had  the  best  practices  in  order  to 
include  those  characteristics  in  the  new  travel 
process. 

In  addition,  a  review  of  technology  vendors 
provided  potential  opportunities  to  readily 
develop/modify  an  automated  travel  process  to 
accommodate  the  needs  of  the  new  travel  system. 
While  some  30  characteristics  were  identified, 
highlights  of  the  best  in  class  themes  included: 

-  individual  charge  card  issued  to  all  employees; 

-  air/rental  car  (RAC) /hotel  charged  to  individual 
card; 

-  outsource  reservations/ticketing/travel  services; 

-  policy  on-line  and  exceptions  flagged  for  review; 

-  individual  bill/single  pay  (employee  receives 
American  Express  (AMEX)  bill  and  company  pays  bill 
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on  employee's  behalf; 

-  automated  expense  report; 

-  employee  can  choose  form  of  payment  (EFT  and/or 
AMEX) ; 

-  EFT  payments  made  within  24-48  hours; 

-  management  responsible  for: 

-  authorizing  travel 

-  authorizing  expenses 

-  policy  compliance; 

-  MIS  reports  to  management  are  report  cards  on  how 
they  are  doing; 

-  flexible  policy  (10-15  key  guidelines) ; 

-  business  class  authorized  based  on  trip  length; 

-  extremely  small  staffs  for  very  large  travel 
volume. 

Our  efforts  led  to  developing  a  new  travel 
process  using  the  best  of  the  best  by  identifying 
individual  elements  from  different  corporate 
processes.   The  new  travel  process  will  meet  or 
exceed  each  goal  that  was  established  in  the 
charter.   NSA  will  implement  an  efficient  and 
effective  TDY  process  from  both  a  cost  and  customer 
service  viewpoint  by  defining  the  organizational 
structure,  recommending  changes  to  current 
regulations,  and  totally  redesigning  the  end-to-end 
process. 


NEW  PROCESS 


Request  For  Travel 
Authorization  (RTA) 


Management 
Approves/Reviews 


NSA's  new  travel  process  includes  four  main 
steps: 

First,  the  traveler  requests  authorization  to 
travel.   The  employee  will  access  flight,  hotel,  and 
rental  car  information  on-line  via  his/her  desktop 
computer.   The  new  automated  system  will  estimate 
all  reimbursable  expenses  up-front  and  the  traveler 
will  electronically  submit  the  requested  information 
to  an  outsourced  commercial  travel  office  and  to 
his/her  manager.   All  expenses  will  be  charged  to 
the  individual's  government  issued  AMEX  card  with  no 
advances  from  the  government. 

Second,  the  manager  will  review/ approve  the 
trip.   The  travel  budget  and  the  manager  are  linked. 
There  is  only  one  approval  level.   The  manager  will 
receive  notification  of  the  trip  electronically  and 
review  elements  of  the  trip  to  include  purpose  and 
cost.   The  automated  system  will  reflect  any 


106 


requested  exceptions  to  policy  and  the  managers' 
budget  will  appear  on  his  screen  showing  him  the 
available  balance.   Once  the  trip  is  approved,  the 
budget  is  drawn  down,  and  an  e-mail  notification  is 
automatically  sent  to  the  traveler  and  to  the 
commercial  travel  office  which  authorizes  ticketing. 
Tickets  may  be  mailed,  FEDEX,  or  delivered.   The  new 
process  eliminates  the  paper  "travel  order". 


$  For  Traveler 


The  traveler  may  obtain  cash  through  the  use  of 
his/her  individual  government  issued  AMEX  cards  at 
ATMs,  and  by  use  of  "ATM  in  the  pocket." 


Expense  Report  (ER) 


Payment  Made  w/in 
48  Hrs  via  EFT   & 
AMEX 


Additional  Services 


Third,  an  Expense  Report  is  prepared.   The  traveler 
accesses  the  pre-approved  trip  file  on-line,  an 
expense  report  is  automatically  generated,  and 
traveler's  AMEX  bill  is  brought  up  on-line.   The 
traveler  inputs  additional  reimbursable  expenses  and 
any  changes  to  pre-approved  costs.   The  system 
performs  computation  of  the  total  entitlement,  and 
the  employee  can  choose  the  form  of  payment  (EFT 
and/or  payment  to  AMEX) .   Exceptions  to  policy  not 
previously  approved  and  expenses  over  the  original 
total  estimated  dollar  amount  are  flagged  to 
management  for  review/approval.   An  e-mail 
notification  will  be  sent  to  the  employee  of  all 
non-approved  expenses.   Employees  maintain  required 
receipts  for  3  years  to  satisfy  IRS  requirements. 

Fourth,  the  traveler  is  reimbursed.   Payments  will 
be  made  via  EFT  within  24-48  hours;  AMEX  payments 
may  be  made  daily/weekly  by  NSA  for  the  employee's 
individual  bill;  automatic  adjustment  to  the 
organization's  travel  funds  will  occur;  and  there 
will  be  random  post  audits  of  expense  reports. 

Policy  and  travel  information,  in  addition  to  status 
checks  of  each  process,  will  be  available  on-line. 
The  Commercial  Travel  Office  (CTO)  will  provide 
service  24  hours,  7  days  a  week,  and  have  an  800 
telephone  number.   The  entire  system  is  automated, 
with  management  responsible  for  policy  compliance 
and  authorizing  travel  and  expenses.   The  CTO  must 
be  used  and  the  CTO  will  offer  lowest  available 
airfares  when  appropriate.   Policy  is  flexible  (10- 
15  guidelines) ;  actual  expense  allowance  (AEA)  may 
be  approved  by  the  travelers'  management  when 
appropriate,  and  employees  may  use  the  government- 
issued  AMEX  card  for  personal  incidental  expenses 
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while  on  TDY.   Fraudulent  claimants  will  be 
disciplined,  terminated  and/or  prosecuted. 

IMPLEMENTATION 

A  very  detailed  Implementation  Plan  has  been 
developed  for  the  newly  designed  travel  process. 
The  structure  for  the  Implementation  Plan  includes 
involving  the  right  people  in  deploying  the  new 
travel  process.   In  order  to  accomplish  the 
effective  transition,  it  was  necessary  to  identify  a 
single  Process  Owner,  a  Corporate  Travel  Manager,  an 
Implementation  Project  Manager,  and  appropriate 
implementation  subteams. 


Process  Owner 


Corporate  Travel 
Manager 


Implementation 
Project  Manager 


Project  Management 

omce 


The  Process  Owner  is  responsible  for  the  overall 
performance  and  improvement  of  the  entire  process 
regardless  of  where  functional  responsibilities  are 
assigned. 

The  Corporate  Travel  Manager  will  manage 
activities  relating  to  the  procurement  of  travel 
services  for  the  Agency  on  a  global  basis; 
interpret,  communicate,  and  execute  travel  policies 
that  cross  all  functions  of  the  Agency;  provide  a 
customer  service  desk;  negotiate  with  vendors;  and 
issue  reports  on  organizational  travel  policy 
compliance  and  trend  analysis  to  senior  management. 

The  Implementation  Project  Manager  oversees  the 
entire  implementation  project.   He  is  responsible 
for  maintaining  the  overall  concept  of  the  new 
travel  process;  ensuring  stages  of  implementation 
are  being  met;  and  managing  all  implementation 
subteams. 

Four  subteams  have  been  identified  to  implement 
the  new  travel  process.   Members  of  these  subteams 
are  experts  in  their  field.   The  four  subteams 
include:  technology,  contracting,  process  design  and 
deployment,  and  human  resources. 

The  Implementation  Project  Manager,  the 
Corporate  Travel  Manager  and  the  leaders  of  the  sub- 
teams  form  the  Implementation  Project  Management 
Office.   The  purpose  of  this  structure  is  to  ensure 
the  continuity  of  the  new  travel  process  concept 
through  implementation  and  to  sustain  the  gains  and 
continual  improvement  that  the  new  process  will 
require. 
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Components  For 
Implementation 


New  Process  Protects 
Government  Interests 


As  part  of  the  implementation  plan,  various 
components  that  the  subteams  will  need  to  address 
have  been  identified.   These  components  are  crucial 
for  transitioning  from  the  current  process  to  the 
new  travel  process.   Each  of  the  components  identify 
specific  critical  success  factors  for 
implementation,  and  reflect  value-added  activities. 
Each  component  clearly  breaks  down  the  new  process 
into  the  lowest  elements  required  for  implementation 
and  identifies  decisions  that  need  to  be  made, 
resources  to  be  allocated,  and  services/support 
required  for  implementation.   The  components 
include:   staffing,  performance  measures, 
information  systems /techno logy /equipment, 
organizational  design,  suppliers,  facilities, 
training,  employee  reassimilation,  marketing,  and 
piloting. 

NSA's  new  travel  system  continues  to  protect  the 
government's  interest  from  fraud,  waste,  and  abuse. 
More  controls  will  be  in  place  than  ever  before  and 
a  system  that  can  provide  meaningful  information  in 
order  to  reduce  costs  will  new  be  available.   The 
new  process  moves  activities  into  the  private  sector 
which  they  do  best-  commercial  travel  management 
services. 


Accountability  Of 
Management  To 
Manage  Travel 
DoUars 


Savings  To  Be 
Realized 


The  new  travel  process  will  significantly  reduce 
cost,  cycle  and  process  time  and  exceed  the  goal  of 
a  25%  reduction  in  overall  costs  to  the  Agency.   It 
puts  accountability  on  managers  for  managing  their 
travel  budget,  on  the  traveler  for  estimating 
expenses  and  places  the  budget  at  the  lowest 
possible  level.   It  outsources  travel  processes, 
automates  disbursement/certification  of  expense 
reports,  eliminates  hands-on  involvement,  and 
provides  a  flexible  policy  available  on-line.   Upon 
full  implementation  the  new  process  will: 

reduce  cycle  time  by  93%  (79  days  to  6  days) ; 

-  reduce  process  time  by  72%  (8.2  hrs  to  2.3  hrs)  ; 

reduce  cost  associated  with  process  by  71%  ($30M 
over  5  years) ; 


reduce  man  years  necessary  to  administer  the 
process  by  83%  (71  manyears  to  12) ; 

reduce  time  involvement  for  traveler  74%  (4.8  hrs 
to  1.2  hrs) ; 
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meet  and  exceed  customer's/manager's  needs  and 
expectations; 

and  reduce  bureaucratic  barriers. 


NSAs  BoD  Endorses 
New  Process 


In  November  1994,  with  the  unanimous  endorsement 
by  NSAs'  Board  of  Directors  and  a  strong  commitment 
for  implementation,  the  Director  NSA  approved  a 
series  of  waiver  request  to  the  Department  of 
Defense  (DoD) ,  General  Services  Administration  (GSA) 
and  the  Internal  Revenue  Service  (IRS)  to  seek 
regulatory  relief  and  flexibility  for  the  new  travel 
process. 


REGULATORY  BARRIERS 


DoD  Waiver 
Requested 


Numerous  regulations  were  identified  as  barriers 
to  streamlining  an  effective  travel  policy.   Current 
policies  have  grown  out  of  an  archaic  set  of  rules 
designed  to  cover  every  possible  situation  that 
might  arise.   They  leave  the  traveler  and  the 
manager  very  little  flexibility  to  make  good 
business  decisions  in  the  interest  of  the  mission, 
the  organization,  or  the  government.   We  identified 
several  areas  in  which  dramatic  improvements  to 
policy  could  be  realized  with  waivers  to  associated 
travel  and  financial  regulations. 

In  our  request  to  the  Department  of  Defense,  we 
asked  for  a  waiver  to  the  TDY  portions  of  the  Joint 
Travel  Regulations  (JTR)  Volume  2.   NSA  would 
continue  to  use  the  tenets  contained  within  the 
current  Federal  Travel  Regulations  (FTR)  which  apply 
to  the  rest  of  the  Federal  Government  and  are 
sufficiently  broad  to  allow  for  more  flexibility  in 
the  new  travel  process.   The  JTR,  a  DoD 
implementation  of  the  FTR,  has  become  voluminous 
over  many  years,   as  a  result  of  regulating  by 
exception.   All  too  often,  the  JTR  has  been  updated 
to  regulate  unusual  travel  situations  and 
consequently,  provides  a  multitude  of  finite 
guidelines  that  even  the  most  schooled  travel  expert 
cannot  keep  abreast  of.   This  causes  travelers  to  be 
unsure  of  what  the  regulations  permit  and  makes  trip 
planning  and  voucher  processing  more  time-consuming, 
labor-intensive,  and  costly. 
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no 


GSA  Waiver 
Requested 


IRS  Waiver 
Requested 


Status  of  Waivers 
Requested 


GAO  Approval  Of 
Automated  Payment 
System  Needed 


In  our  waiver  request  to  the  GSA,  we  sought 
opportunities  to  provide  a  better  understanding  and 
simplification  of  the  per  diem  computation. 

The  waivers  requested  would  relieve  the  traveler 
and  the  Agency  from  adhering  to  portions  of  the  FTR 
including:   1/4  day  computations,  time  of  arrival 
and  departure,  reduction  for  meals  on  a  per  meal 
basis  when  provided,  paper  receipts  for 
transportation  expenses,  and  would  also  provide  for 
flat  rate  per  diem. 

In  a  letter  to  the  Internal  Revenue  Service 
(IRS)  we  requested  a  ruling  by  the  commissioner 
that  would  allow  our  travel  process  to  meet  the 
requirements  that  all  receipts  over  $25.00  be 
"deemed  substantiated" .   The  request  states  that  the 
NSA  will  require  travelers  to  maintain  receipts  for 
three  years  much  like  the  current  IRS  procedure. 
Under  the  new  travel  process,  procedures  will 
effectively  substantiate  reimbursements  made  to 
travelers  for  all  reimbursable  expenses.   The  system 
will  require  that  all  travel-related  expenses  be 
approved  by  management,  and  the  employee  will 
certify  that  all  expenses  are  true  and  accurate  as 
claimed.   Employees  will  be  required  to  retain 
receipts  for  all  expenses  over  $25.00  for  a  period 
of  three  years,  and  random  audits  will  be 
accomplished  to  assure  compliance. 

Since  submitting  our  waiver  requests  in  early 
December  1994,  we  have  received  approval  to  our 
waiver  request  from  the  GSA.   We  are  still  awaiting 
response  from  the  IRS  and  we  understand  that  DoD  is 
addressing  our  request  as  part  of  their  overall 
travel  reengineering  pilot  process. 

One  other  issue  that  we  must  address  is  the 
Government  Accounting  Office's  (GAO)  approval  of  our 
new  automated  system.   The  issue  revolves  around  the 
"hand"  or  "manual"  certification  of  a  payment 
voucher  by  a  certifying  officer.   The  cost 
associated  with  doing  business  this  way  is 
extraordinary,  and  we  need  to  look  to  technology  to 
leverage  its  capabilities.   As  the  GAO  has  stated, 
"With  the  onslaught  of  the  computer  age,  it  is 
natural  and  inevitable  to  ask  how  accountability 
will  function  in  a  computerized  environment.   Many 
of  the  assumptions  of  a  manual  system  are 
unrealistic  under  an  automated  system  and  something 
has  to  change." 
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Using  the  payroll  process  as  an  example,  the  GAO 
further  stated,  "The  increased  use  of  automated 
payment  systems  has  changed  the  way  certifying 
officers  must  operate...  there  is  no  way  the 
certifying  officer  can  verify  that  each  payment  is 
accurate  and  legal.   Even  if  it  were  reasonably 
possible,  the  cost  of  doing  business  would  be 
prohibitive."   We  agree. 

The  NSA's  new  automated  system  will  have  all  the 
controls  of  an  individual  certification  built-in. 
The  need  for  someone  to  individually  review  a  paper 
document,  compute,  and  sign/certify  will  be 
eliminated,  thus  saving  millions  of  dollars  and 
allowing  those  manpower  resources  to  be  utilized  in 
other  critical  areas. 


The  Day  of  Spending 
$1000  to  Save  $10 
Must  End 


Onus  On  Us  To 
Change  The 
Organizational 
Environment 


CULTURAL  BARRIERS 

This  leads  me  to  describe  the  cultural  barriers 
that  exist  in  today's  environment.   Years  of 
entrenched  control  processes  exist.   To  change  the 
mindset  of  those  who  oversee  these  processes  is  a 
difficult  task,  but  we  must.   The  day  of  spending 
$1000  to  save  $10  needs  to  end.   No  corporation 
could  or  would  operate  this  way;  and  if  they  did, 
they  would  quickly  find  themselves  in  the  red. 

There  is  a  management  fear  that  the  "loosening 
of  controls"  will  allow  the  employee  to  "cheat  the 
system."   The  cost  and  use  of  these  "controls"  have 
helped  to  promulgate  an  atmosphere  of  distrust  and 
poor  morale.   The  onus  is  on  us  to  change  the 
organizational  environment  and  follow  the  lead  of 
top  corporations,  where  the  cultural  environment 
creates  a  sense  of  personal  ownership  and 
responsibility.   We  need  to  recognize  that  our 
employees  are  trustworthy  and  will  make  decisions  in 
the  best  interest  of  the  government.   Should  they 
betray  this  trust,  the  penalties  need  to  be  swift 
and  severe. 


CURRENT  STATUS 

A  phased  implementation  strategy  has  been 
developed  where  the  changes  will  cause  the  greatest 
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Stages  Of 
Implementation 
Being  Met 


Leveraging/ 

Developing 

Automation 


increase  in  customer  satisfaction,  have  the  least 
effect  on  subprocesses  that  will  change  later,  and 
generate  the  most  information  about  the  rest  of  the 
redesigned  travel  process.   This  will  provide  the 
opportunity  to  demonstrate  to  the  Department  of 
Defense  and  the  Congress  the  benefits  of  change  and 
help  to  minimize  the  risk  of  failure.   Both  short- 
term  (30-120  days)  and  long-term  (120+  days)  stages 
for  implementation  have  been  identified. 

The  Travel  Project  Management  Office  is  in  place 
and  the  implementation  subteams  have  been  working 
hard  at  meeting  their  timelines  for  the  different 
stages  of  implementation.   NSA  is  ready  now  to  pilot 
a  "transitional  process"  that  will  lead  us  to  the 
new  fully  implemented  automated  travel  process  over 
the  next  12  to  18  months.   The  estimated  one  time 
start  up  cost  for  the  new  travel  process  is 
approximately  $2  million. 

The  NSA  is  currently  working  with  two  automation 
companies  to  provide  a  point-of-sale  reservation 
system  through  approval  and  expense  reporting  that 
will  position  us  well  for  the  futur.e.   The  Project 
Management  Office  has  developed  a  "proof  of  concept" 
software  demonstration  that  we  would  be  glad  to 
share  with  interested  parties.  In  addition,  the 
NSA's  Corporate  Travel  Manager  is  currently 
preparing  a  draft  Statement  of  Work  for  the  new 
Commercial  Travel  Office  contract  to  provide 
complete  travel  management  related  services. 


CLOSING  REMARKS 

The  NSA  is  committed  to  reducing  its 
administrative  costs  through  its  Total  Quality 
Management  program  in  order  to  redirect  those 
savings  back  into  our  core  business  processes  — 
SIGINT  and  INFOSEC.   We  must  continue  to  find  new 
ways  of  doing  business  smarter,  faster,  cheaper,  and 
with  a  continued  focus  on  quality  to  the  customer. 
We  are  also  committed  to  pursuing  courses  of  action 
that  are  based  on  sound  business  practices,  and  we 
must  take  the  lead  in  developing  a  work  force  that 
is  positioned  for  tomorrow's  challenges. 

NSA  has  already  been  contacted  by  several 
corporations  that  wish  to  benchmark  its  efforts  upon 
implementation.   With  your  support  to  our  waiver 
requests  with  the  GAO,  IRS  and  DoD,  NSA  can  serve  as 
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a  pilot  model  travel  process  for  other  Defense 
Agencies  as  well  as  other  federal  organizations.   We 
are  ready  to  do  so  if  called  upon.   Mr.  Chairman,  I 
thank  the  Committee  for  the  opportunity  to  provide 
this  statement. 
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GAO 


United  States 

General  Accounting  Office 

Washington,  D.C.  20548 


Accounting  and  Information 
Management  Division 

B-259460 

March  2,  1995 

The  Honorable  William  S.  Cohen 
Chairman,  Subcommittee  on  Oversight 

of  Government  Management 

and  the  District  of  Columbia 
Committee  on  Governmental  Affairs 
United  States  Senate 

Dear  Mr.  Chairman: 

This  report  responds  to  your  request  that  we  assess  travel  management  in 
the  Department  of  Defense  (dod)  using  the  "best  practices"  of  private 
orgeinizations  as  benchmarics.  The  report  provides  the  results  of  our 
review,  including  information  on  dod's  temporary  duty  travel  processes 
and  its  estimates  of  travel  costs.  It  also  includes  an  assessment  of  dod's 
ongoing  initiatives  to  improve  its  travel  processes. 

Rpsillts  in  Rripf  dod  has  an  opportunity  to  significantly  reduce  costs  and  streamline  travel 

management — a  process  that  currently  involves  multiple  travel  agents, 
uses  700  voucher  processing  centers,  and  is  governed  by  1,357  pages  of 
regulcitions.  While  dod  reported  that  it  spent  about  $3.5  billion  on 
temporary  duty  travel  in  fiscal  year  1993,  it  could  not  identify  actual 
processing  costs,  dod  estimated  that  its  processing  costs  may  be  at  least 
30  percent  of  the  direct  travel  cost — well  above  the  10  percent  average 
reported  for  private  companies  and  the  6  percent  rate  that  industry 
considers  an  efficient  operation. 

In  contrast,  leading  companies  have  been  able  to  dramatically  improve 
service  and  reduce  processing  costs  by  reengineering  their  travel 
management  and  implementing  "best  practices."  These  practices  include 
empowering  employees  to  make  travel  decisions,  reducing  the  number  of 
travel  agents  used  to  as  few  as  one,  consolidating  multiple  travel 
processing  centers  into  a  single  center,  and  simplifying  travel  policies  to 
less  than  20  pages. 

DOD  could  save  hundreds  of  millions  of  dollars  in  travel  processing  costs 
by  following  the  example  of  leading  companies,  dod  has  recognized  this 
and,  in  July  1994,  chartered  a  task  force  to  reengineer  travel  management. 
The  task  force  recommended,  and  the  Deputy  Secretary  agreed,  that  dod 
consider  applying  private  industry  best  practices  as  part  of  its 
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reengineering  effort.  A  transition  team  is  now  tasked  with  developing  an 
implementation  mechanism.  However,  the  Department  faces  an  imposing 
challenge  in  fundamentally  changing  one  of  its  basic  business  processes. 
Sustained  commitment  and  oversight  by  top  manjigement  will  be  critical  to 
ensure  success. 


Rur-VcfrnimH  "''''  ''^ported  that  it  spent  about  .$3. 5  billion  in  direct  costs  and  processed 

^  about  8.2  million  vouchers  for  temporEuy  duty  travel  in  fiscal  year  1993. 

Even  though  actual  indirect  costs  are  unknown,  DOD  estimated  that  it 
spent  30  percent  of  direct  costs  to  process  temporary  duty  travel.'  DOD 
employees — both  civilian  and  mihtary  personnel  worldwide — perform 
various  types  of  travel  to  carry  out  mission  and  business  functions.  This 
report  focuses  on  temporary  duty  travel,  which  includes  travel  for 
business,  deployment,  and  training  purposes.  Another  primary  type  of 
travel,  permanent  change  of  station,  involves  relocation  of  personnel. 

DOD  travel  processing  is  done  on  a  decentralized  basis.  Travel  processing 
generally  includes  the  following  elements: 

•  authorizing  the  funding  and  appropriate  means  of  travel  and  issuing  travel 
orders; 

•  arranging  transportation  and  accommodations  and  developing  itineraries; 

•  making  travel  expenditures,  purchasing  tickets,  and  collecting  receipts; 

•  preparing  and  processing  vouchers  based  on  receipts  and  other  supporting 
documents;  and 

•  reconciling  accounts,  auditing  vouchers,  making  payments,  and  generating 
management  reports. 

Private  industry  has  travel  processes  siniilar  to  those  of  dod.  In  recent 
years,  many  companies  have  reengineered  their  travel  processes  to  make 
dramatic  improvements  in  service  and  to  reduce  costs.  Business  process 
reengineering  is  a  management  technique  that  can  achieve  dramatic 
improvements  in  cost,  quality,  and  customer  service  by  making 
fundamental  changes  in  the  way  an  organization  defines  its  mission  and 
performs  its  work. 

Several  dod  organizations  have  initiated  efforts  to  improve  travel 
management  processes  and  to  reduce  associated  costs.  For  example,  in 
July  1994,  the  Under  Secretaries  of  Defense  for  Personnel  and  Readiness 

'According  to  DOD.  the  cost  of  lost  productivity  of  the  traveler,  who  must  take  time  to  support  the 
administrative  process,  is  an  additional  10  to  15  percent  of  direct  travel  costs. 
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and  for  Acquisition  and  Technology,  the  dod  ComptroUer,  and  the  Director 
of  Administration  and  Management  chartered  an  agencywide  task  force  to 
reengineer  the  Department's  travel  processing.  Tlie  task  force  was  charged 
with  taking  a  "clean  sheet  of  paper"  approach  to  evaluating  current 
processes  and  developing  a  new  system  to  manage  temporary  duty  travel 
for  all  DOD  organizations.  This  new  system  is  to  meet  operational  mission 
requirements,  improve  customer  service,  and  reduce  costs. 

The  NaUonal  Security  Agency  has  an  ongoing  effort  to  assess  its  existing 
processes  and  gather  infonnation  from  industry  on  ways  to  streamUne 
management  and  reduce  costs.  Also,  an  Air  Force  reinvention  lab  is 
experimenting  with  a  new  travel  process.  This  effort  includes  reducing  the 
number  of  people  and  steps  involved  in  the  process,  and  then  automating 
any  remaining  steps. 


Objectives,  Scope, 
and  Methodology 


As  agreed  with  your  office,  the  objectives  of  this  review  were  to  (1)  review 
DOD's  travel  management  processes  and  costs,  (2)  identify  best  pracnces 
that  private  industry  has  used  in  reengineering  travel  management  and 
compare  these  practices  to  dod's  current  travel  practices,  and  (3)  assess 
DOD's  initiatives  to  improve  travel  processes.  We  focused  our  review  on 
processes  and  costs  to  manage  temporary  duty  travel.  We  did  not  assess 
the  need  for  travel  by  dod  or  private  companies  or  the  types  of  travel 
performed.  We  also  did  not  compare  the  direct  cost  of  dod  travel  with  that 
of  private  industry  to  detennine  cost-effectiveness,  and  we  did  not 
independently  verily  the  accuracy  of  travel  processing  cost  data  prodded 
by  dod  and  private  sector  organizations. 

To  review  dod's  travel  management  processes  and  costs,  we  obtained 
prior  studies  and  reports  and  interviewed  officials  from  dod  headquarters, 
each  military  service,  and  the  Defense  Finance  and  AccounUng  SerMce. 
We  obtained  data  on  DOD-wide  travel  processes,  developed  Qowcharts  of 
generic  travel  processes,  and  reviewed  cost  data  available  on  travel 
operations. 

To  identify  the  best  practices  resulting  fi-om  private  industry's 
reengineering  of  travel  management,  we  researched  literature  on  travel 
management  at  various  university,  military,  and  pubUc  Ubrary  facilities.  As 
a  result  of  our  research,  we  identified  nine  consultants  in  the  travel 
industiy  These  consultants  assisted  us  in  identifying  20  compames  that 
use  "best  practices"  in  ti-avel  management.  Of  the  20  compames  identifiexl, 
we  selected  2  for  more  detailed  study-General  Elective  Corporation  and 
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Allied  Signal  Corporation.  We  selected  these  companies  based  on  criteria 
that  we  developed  regarding  such  aspects  of  travel  management  as  total 
expenditures,  number  of  vouchers  processed,  and  actions  taken  to  reduce 
processing  costs.  We  also  used  criteria  on  travel  management  efficiency 
from  an  Amencan  Express  report  on  1,.5.50  randomly  selected  pnvate  and 
public  sector  organizations.^  During  our  visits  to  the  two  companies 
selected,  we  obtained  information  on  company  travel  poUcies,  direct  and 
indirect  travel  costs,  and  travel  management  improvement  initiatives. 

To  assess  dod  initiatives  to  improve  travel  management  processes,  we 
interviewed  officials  from  the  dod  Task  Force  to  Reengineer  Travel,  the 
National  Security  Agency  and  Air  Force  travel  reinvention  laboratories, 
the  Defense  Finance  and  Accounting  Service,  and  the  Washington 
Headquarters  Service.  We  obtained  documentation  concerning  efforts  by 
these  organizations  to  improve  travel  management  and  progress  made  to 
date.  We  did  not  independently  verify  any  cost  savings  provided  by  these 
orgamzations. 

We  conducted  our  review  from  July  1994  to  January  1995  in  accordance 
with  generally  accepted  government  auditing  standards.  We  performed  our 
work  at  military,  public,  and  private  organizations  in  Cincinnati  and 
Dayton,  Ohio;  Phoenix  and  Tempe,  Arizona;  and  the  Washington,  DC, 
metropolitan  area.  We  discussed  the  contents  of  this  report  with  senior 
representatives  of  the  dod  Task  Force  to  Reengineer  Travel  and  have 
incorporated  their  comments  where  appropriate.  These  officials  generally 
agreed  with  our  findings,  conclusions,  and  recommendations. 


DOD  Travel  Processes 
and  Cost  Estimates 


DOD  has  not  fully  identified  its  agencywide  travel  processes  and  costs. 
dod's  travel  operations  are  decentralized  and  include  numerous  steps  that 
vary  by  location.  However,  dod  officials  identified  some  common 
processing  steps  that  are  performed  agencywide.  Although  dod  does  not 
capture  the  cost  of  various  administrative  processes  such  as  travel 
management,  a  DOD-wide  task  force  recently  estimated  that  indirect  travel 
costs  may  be  30  percent  of  direct  costs. 


DOD  Travel  Processes 


According  to  dod  officials,  travel  processing  differs  not  orJy  among  the 
military  services,  but  within  each  service.  The  number  and  type  of  steps  to 
complete  the  processes  vary  depending  upon  local  pohcies  and  the  degree 


^Jeffrey  B.  Lajig.  The  American  Express  Guide  to  Corporate  Travel  Management  (New  York  American 
Management  Association.  1994) 
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to  which  automation  is  used.  However,  non  officials  pointed  out  that 
certain  steps  are  usually  performed  at  all  locations. 

For  example,  prior  to  a  trip,  the  traveler  obtains  information,  which  is 
used  by  a  clerk  to  prepare  a  written  travel  order.  The  travel  order  then 
must  be  approved  by  the  traveler's  supervisor.  The  administralive/t)udget 
office  reviews  the  travel  order,  assigns  a  travel  order  number  and  an 
accounting  code  to  the  travel  order,  and  establishes  an  obligation  of  funds. 
If  the  traveler  needs  a  cash  advance,  the  local  disbursing'travel  office 
computes  and  pays  the  advance.  Because  there  is  sometimes  no  single 
point  for  a  DOD  traveler  to  make  all  travel  arrangements,  travelers  may 
have  to  rely  on  several  offices  to  make  transportation,  lodging,  and  car 
rental  arrangements. 

After  returning  from  a  trip,  the  traveler  must  also  complete  numerous 
steps.  For  example,  the  traveler  manually  prepares  a  travel  expense 
voucher  and  attaches  receipts  and  other  supporting  documents.  The 
voucher  is  approved  by  the  traveler's  supei-visor  and  sent  to  one  of  over 
700  voucher  processing  centers  for  computation.  To  compute  the  proper 
expense,  the  processing  center  usually  refers  to  dod's  travel  regulations, 
which  total  1,357  pages.  A  supervisor  then  audits  the  expense,  particularly 
to  identify  any  disallowances.  A  clerk  sorts  the  five  copies  of  the  voucher 
and  distributes  them.  A  disbursing  office  collects  from  the  traveler  any 
unused  advances  or  reimburses  the  tra\'eler  for  any  amounts  due, 
depending  on  the  claim.  The  disbursing  office  then  records  the  payment 
and  files  vouchers  and  supporting  documents. 

Appendix  I  depicts  the  typical  steps  and  complexities  involved  in 
processing  DOD  travel.  Although  the  figure  does  not  CE^ture  the  variations 
among  services  or  within  individual  services,  it  provides  an  overview  of 
dod's  multistep  processing  procedures,  dod  officials  verified  that  the  figure 
accurately  summarizes  travel  processes. 

Although  DOD  has  not  identified  travel  steps  for  all  locations,  a  recent 
study  of  four  DOD  locations  hsts  (1)  the  number  of  steps  from  identifying 
the  need  to  travel  through  reimbursing  a  traveler,  (2)  the  time  to  complete 
each  step,  and  (3)  the  elapsed  time  in  workdays  to  complete  all  steps.^ 
Table  1  summarizes  these  data,  which  highlight  the  variation  among  DOD 
locations. 


^Functional  Economic  AnaJysis  of  the  Departjnent  of  Defense  Travel  System.  Naval  Postgraduate 
School.  Septemlwr  14.  1994 
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Table  1:  Number  of  Steps  and  Time  to 
Complete  Travel  Processing  at  Four 
DOD  Locations 


Location 

Number  of 
steps 

Hours  to 
complete  steps 

Elapsed 

processing 

time  in  days 

A 

47 

5.9 

19 

B 

27 

4.1 

7 

C 

19 

3.4 

8 

D 

28 

5.0 

12 

Cost  Estimate  of  DOD's 
Travel  Operations 


DOD  has  made  several  efforts  to  determine  its  travel  processing  costs.  In 
early  1994,  the  Director  of  the  Defense  Performance  Review^  (dpr)  made  a 
statement  indicating  that  dod  spends  more  to  process  travel  than  it  spends 
on  actual  travel.  However,  dpr  officials  could  not  provide  us  with  any  data 
to  substantiate  this  claim. 


In  July  1994,  DOD  chartered  an  agencywide  task  force  to  assess  its  current 
travel  network  amd  develop  a  "fair  and  equitable"  temporary  duty  travel 
system  for  all  DOD  organizations.  The  task  force  found  that  it  would  be 
difficult  for  DOD  to  determine  its  actued  costs  to  complete  travel  processing 
steps  because  the  Department's  accounting  systems  do  not  record  such 
costs. 

Nonetheless,  the  task  force  estimated  that  during  fiscal  year  1993,  DOD 
spent  $500  rmUion,  or  14  percent  of  direct  temporary  duty  travel  costs,  to 
complete  several  processing  steps.  These  steps  include  order  writing, 
airline  ticket  payment  and  reconciliation,  and  voucher  payment.  The  task 
force  identified  other  travel  management  activities,  such  as  internal 
processing,  arranging  travel,  and  training,  but  did  not  attempt  to  estimate 
their  individual  costs.  Taking  these  activities  into  account,  the  task  force 
concluded  that  30  percent  of  direct  costs  may  be  spent  to  process 
temporary  duty  travel.  Further  information  on  task  force  efforts  is 
included  in  a  later  section  of  this  report 


^The  Defense  Performance  Review  was  established  U>  implement  the  govenunentwide  Nationai 
Performance  Review  initiative  within  DOD 
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Industry  Best 
Prax:tices  Have 
Resulted  in  Efficient 
Travel  Management 
Processes 


Many  private  sector  companies  have  reengineered  their  travel  processes 
and  implemented  a  variety  of  initiatives  to  improve  the  efficiency  and 
effectiveness  of  their  travel  operations.  Successful  initiatives,  deemed 
"best  practices,"  have  resulted  in  dramatic  reductions  in  travel  processing 
costs.  In  efficient  operations,  indirect  travel  processing  costs  average 
about  6  percent  of  direct  travel  costs.  Two  leading  companies  in  travel 
process  reengineering — General  Hectric  and  Allied  Signal 
Corporation — used  best  practices  to  reduce  their  travel  processing  costs 
to  well  below  the  6  percent  target  Their  efforts  included  consolidating 
multiple  travel  processing  centers,  reducing  the  number  of  travel  agents 
used,  and  simplifying  travel  regulations. 


Processing  Costs 
Determine  Efficiency  of 
Operations 


The  efficiency  of  an  organization's  travel  management  operations  can  be 
measured  by  assessing  processing  costs  as  a  percentage  of  direct  travel 
costs.  On  the  basis  of  information  provided  by  1 ,550  randomly  selected 
private  and  public  sector  organizations,  American  Express  recently 
reported  that  a  company's  cost  to  process  travel  averages  about  10  percent 
of  direct  travel  and  entertaiiunent  expenses.  Less  efficient  companies,  the 
report  stated,  spend  15  percent  or  more;  more  efficient  companies  spend 
6  percent  or  less. 


Best  Practices  Identified  in 
Companies  With  Efficient 
Travel  Management 
Programs 


Efficient  travel  operations  are  often  the  result  of  a  variety  of  initiatives 
implemented  by  private  companies  to  reengineer  processes  and  reduce 
costs.  These  successful  initiatives,  or  "best  practices,"  can  serve  as 
benchmarks  or  examples  for  all  of  industry  to  follow. 

During  our  iiutial  survey,  we  identified  20  companies  whose  practices 
could  be  followed  by  other  organizatior\s  to  manage  travel.  Using  a 
methodology  we  developed  based  on  previous  gao  assessments  of  best 
commercial  practices  in  other  areas,  we  selected  General  Ellectric  and 
Allied  Signal  for  further  study.  These  companies  had  reduced  theu- 
processing  costs  to  well  below  the  6  percent  standard  for  efficient 
operations  by  using  best  practices.  For  instance,  while  General  Electric 
representatives  could  not  provide  savings  estimates  in  dollars,  they 
estimated  that  they  reduced  travel  processing  costs  to  3.2  percent  of  direct 
travel  costs.  AUied  Signal  reduced  its  costs  even  further — to  under  1 
percent — and  saved  about  $2  million  the  first  year  after  implementing 
revised  processes.  Table  2  provides  reported  travel  data  for  the  two 
compaiues. 
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Table  2:  Annual  Travel  Data  for 
General  Electric  and  Allied  Signal  as  of 
Novemljer  1994 


Dollars  in  millions 

Company 

Annual  travel 
cost 

Annual 

processing 

cost 

Processing 

cost  as  a 

percent  of 

annual  travel 

cost 

Travel 

vouchers 

processed 

annually 

General  Electric 

$750 

$24 

3.2 

600.000 

Allied  Signal 

$170  to  $200 

$1.5 

.7510.88 

174,000 

In  general,  the  two  companies  implemented  the  following  practices  to 
improve  the  efficiency  and  effectiveness  of  their  travel  operations. 

Empowering  travelers  to  decide  when  travel  is  necessary 

Both  General  Electric  and  Allied  Signal  no  longer  require  employees  to 
obtain  supervisory  approval  before  traveling.  Rather,  employees  are 
empowered  to  decide  what  travel  is  needed  to  carry  out  their  company's 
mission.  For  example,  General  Electric  representatives  stated  that 
travelers  are  to  use  good  business  sense  and  to  treat  the  company's  travel 
money  like  their  own.  Allied's  practice  is  to  allow  employees  to  make 
travel  decisions  that  result  in  the  least  expense  to  the  company,  provided 
that  this  does  not  result  in  unnecessary  inconvenience  or  ineffective  use  of 
company  time. 

Eliminating  prior  approval  of  travel  and  travel  orders 

In  concert  with  empowering  employees  to  make  travel  decisions,  neither 
company  requires  a  formal  travel  authorization  document.  Instead, 
supervisors  receive  reports  of  travelers'  actual  expenses  after  travel  is 
completed.  Any  inconsistencies  or  concerns  are  addressed  at  that  time. 

Mandating  use  of  a  corporate  charge  card  for  travel  expenses  and  cash 
advances 

Both  companies  require  travelers  to  use  corporate  credit  cards  for 
transportation,  hotel,  car  rental,  and  other  m^or  expenses,  as  well  as  for 
cash  advances.  By  requiring  the  use  of  corporate  cards,  both  companies 
have  reduced  their  overall  levels  of  cash  advances  and  outstanding 
balances.  Alhed  Signal,  in  fact,  requires  that  travelers  justify  instances 
when  credit  cards  are  used  for  less  than  90  percent  of  expenses. 
Subsequent  to  travel.  Allied  Signal  travelers  have  the  option  of  receiving 
reimbursement  and  paying  their  own  credit  card  charges,  or  having  AlUed 
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submit  payments  directly  to  the  credit  card  company.  General  Hectric  has 
its  own  corporate  credit  card  that  employees  are  required  to  use. 

Reducing  the  number  of  travel  agents  used 

Prior  to  reengineering,  both  companies  used  numerous  travel  agents  to 
make  travel  arrangements.  Specifically,  General  Electric  had  contracts 
with  over  300  agents  while  Allied  had  over  40.  Since  reengineering, 
General  Electric  has  eliminated  all  but  one  travel  agent,  Emd  considers  its 
relationship  with  this  agent  to  be  a  "partnership,"  with  both  working  to 
reduce  direct  travel  costs.  Allied  has  one  agent  to  handle  95  percent  of  its 
travel  arrangements  and  a  second  agent  to  handle  the  other  5  percent 

Consolidating  travel  processing  centers 

In  the  past,  AUied  had  at  least  23  travel  voucher  processing  centers  while 
General  Electric  had  as  many  as  40.  Each  company  has  since  consolidated 
its  voucher  processing  centers  into  a  single  location. 

Simplifying  travel  poUcies 

Both  companies  revised  and  shortened  their  travel  policies,  which  they 
considered  to  be  too  cumbersome  and  complex.  General  Electric's  draft 
poUcy  is  now  contained  in  2  pages,  while  Allied  Signal's  travel  pohcy  totals 
1 1  pages. 

Automating  voucher  processing 

While  General  Electric  travelers  still  manually  prepare  expense  reports, 
Allied  Signal  travelers  have  the  option  of  using  an  automated  system 
AUied  Signal  representatives  told  us  that  they  spend  about  $10.00  to 
process  a  manual  expense  report,  but  only  about  $3.00  to  process  an 
electronic  report  Due  to  additional  improvements.  Allied  expects  the  cost 
to  process  the  automated  expense  report  to  decline  even  further,  to  about 
$1.50,  in  the  near  future. 

Conducting  random  audits  of  travel  vouchers 

General  Electric  and  Allied  Signal  no  longer  audit  each  travel  expense 
report  as  they  did  in  the  past.  Currently,  General  Electric  conducts 
detailed  audits  of  only  5  to  10  percent  of  its  reports,  while  Allied  Signal 
audits  about  45  percent 
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Figure  1  illustrates  the  general  travel  steps  followed  by  these  two 
companies  under  their  streamlined  approaches.  As  previously  stated, 
appendix  1  illustrates  dod's  travel  process. 


Page  10  GAO/AI|ID/NSlAD-95-90  DOD  Travel  Process  Reengineering 


129 


Figure  1 :  General  Electric  and  Allied 
Signal  Travel  Processes 
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General  Electric  and  Allied  Signal  representatives  told  us  that  they  are 
continuously  pursuing  additional  ways  to  improve  travel  processing  and 
reduce  costs. 


DOD  Practices, 
Subject  to  Federal 
Legal  and 
Internal  Control 
Requirements,  Differ 
Widely  FYom  Industry 
Best  Practices 


There  are  striking  differences  between  the  travel  practices  and  costs  for 
travel  of  dod  and  private  industry,  dod  has  an  opportunity  to  save 
hundreds  of  millions  of  dollars  by  applying  industry  best  practices  in  its 
travel  management  reengineering  effort;  however,  applying  such  practices 
will  not  be  a  simple  matter.  It  will  involve  consideration  of  applicable 
statutory  and  regulatory  requirements  and  changing  or  waiving  some  of 
these  requirements.  Federal  law  and  regulations  also  require  that  dod 
provide  assurance  that  adequate  internal  controls  are  in  place  over  travel 
processing  to  guard  against  misuse  of  government  funds. 


Comparison  Between 
Private  Sector  and  DOD 
Travel  Processes  and  Costs 


Our  comparison  of  the  travel  management  practices  of  the  two  private 
companies  and  dod  shows  significant  differences,  as  illustrEtted  in  table  3. 


Table  3:  Differences  Between  Private 
Sector  and  DOD  Travel  Management 
Practices 


Private  sector  best  practice 

General 
Electric 

Allied  Signal 

Department  of 
Defense 

Employee  can  travel  without  prior 
approval 

Yes 

Yes 

No 

Employee  can  travel  without 
authorization  document 

Yes 

Yes 

No 

Travelers  must  use  corporate  credit 
card 

Yes 

Yes 

No 

Number  of  travel  agents  is  limited 
and  these  agents  provide  full 
services 

One  agent 
provides  full 
services 

Two  agents 
provide  full 
services 

li^ulliple  agents; 
some  provide 
full  services 

Expense  reporting  is  automated 

No 

Partly 

No 

Number  of  processing  centers  is 
limited 

1 
center 

1 
center 

700 
centers 

Travel  policies  are  simplified 

2  page 
policy 

1 1  page 
policy 

1,357  pages 
of  regulations 

Expense  reports  audited 

Random 

Random 

100  percent 
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The  differences  between  the  private  sector  and  DOD  are  also  reflected  in 
the  costs  to  manage  travel.  As  previously  stated,  General  Electric  and 
Allied  Signal  have  reduced  tlicir  indirect  travel  costs  to  3.2  percent  and 
under  1  percent  of  direct  travel  costs,  respectively — much  less  than  the  6 
percent  rate  considered  efficient  In  comparison,  according  to  one 
estimate,  DOD  may  be  spending  30  percent  of  its  direct  travel  cost  to 
process  travel.  If  dod  ai)phed  industry  best  practices  and  reduced  its  travel 
processing  costs  to  what  industry  considers  an  efficient  level,  the 
Department  could  save  hundreds  of  millions  of  dollars. 


Effective  Reengineering 
Involves  Consideration  of 
Legal  Requirements  and 
Needed  Internal  Controls 


Legal  Requirements  to  Consider 
in  Applying  Best  Practices 


Despite  the  potential  to  achieve  savings  and  efficiency  improvements 
similar  to  those  realized  by  private  industry,  reengineering  travel 
mEmagement  at  dod  will  not  be  a  simple  matter  of  adopting  private  sector 
practices.  Federal  statutory  and  regulatory  requirements  could  affect  dod's 
consideration  of  industry  best  practices  as  alternatives  to  current  travel 
management  procedures.  In  addition,  the  efficiency  gaii\s  of  revised 
practices  must  be  balanced  with  adequate  safeguards  for  federal  funds. 

Numerous  statutes  and  regulations  govern  official  travel  by  federal  civilian 
and  military  personnel.  Statutes  applicable  to  dod  cover  a  range  of 
activities — from  providing  employees  on  official  travel  with  per  diem 
allowances  to  authorizing  travel  by  dependent  family  members  to  attend 
burial  services  for  deceased  military  personnel,  dod  uses  the  Federal 
Travel  ReguIatior\s  issued  by  the  General  Services  Administration  as  a 
basis  for  developing  and  issuing  its  Joint  Travel  Regulations,  Volume  2,  for 
civihan  employee  travel,  while  its  travel  poUcies  for  military  personnel  are 
found  in  the  Joint  Federal  Travel  Regulations,  Volume  1,  which  the 
Department  issues. 

Statutes  governing  federal  travel  are  broad  authorizations  that  generally 
would  not  impede  dod  efforts  to  adopt  management  practices  similar  to 
those  of  private  industry.  However,  in  some  specific  instances,  statutory 
changes  may  be  necessary.  One  example  involves  the  requirement  for 
prior  authorization  of  travel.  As  previously  discussed,  a  best  practice  in 
private  industry  is  to  permit  travel  without  prior  authorization.  However,  it 
is  unclear  how  far  dod  could  pursue  such  a  pohcy  for  military  personnel 
because  37  U.S.C.  404  requires  that  military  personnel  travel  "under 
orders." 

Further,  applying  industry  best  practices  at  dod  to  permit  civilian 
employees  to  travel  without  prior  authonzation  may  require  changes  or 
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DOD  Must  Maintain  IntemsJ 
Controls  in  Reengineering 
Travel 


waivers  to  both  the  Federal  Travel  Regulations  and  dod's  Joint  Travel 
Regulations. 

In  addition  to  the  above-mentioned  statutes  and  regulations,  DOD  is 
required  under  31  U.S.C.  3512(b)  to  estabUsh  and  maintain  effective 
internal  control  systems  that,  among  other  things,  safeguard  assets  and 
ensure  the  use  of  budget  authority  m  accordance  with  laws,  regulations, 
and  policies.  Payment  systems,  including  those  for  travel,  should  therefore 
provide  reasonable  assurance  that  payment  transactions  are  properly 
authorized,  documented,  and  made  within  the  allowed  limits.  Further, 
agencies  are  required  under  31  U.S.C.  3512(d)  to  annually  evaluate  their 
internal  control  systems  and  report  to  the  President  and  the  Congress  on 
the  results  of  these  evaluations. 


To  help  achieve  these  objectives,  agencies  must  adopt  internal  controls 
consistent  with  standards  gao  has  issued  in  Title  2  of  its  PoUcy  and 
Procedures  Manual  for  Guidance  of  Federal  Agencies.  Although  gao's 
standards  call  for  control  systems  that  help  ensure  proper  authorizations, 
effective  safeguards  of  assets,  and  reUable  records,  the  specific  techniques 
needed  to  achieve  these  objectives,  with  certain  exceptions,  can  vary  and 
are  left  to  agencies  to  select  based  on  their  needs  and  systems  capabilities. 

A  number  of  agencies  are  seeking  to  reduce  administrative  costs  and 
streamline  employee  travel  and  payment  systems.^  However, 
improvements  should  only  be  made  within  the  framework  of  adequate 
controls  that  provide  reasonable  assurance  that  the  control  objectives  will 
be  achieved  and  are  cost-effective. 


DOD  Travel 
Reengineering  Efforts 
Show  Initial  Promise 


Like  private  industry.  Defense  has  recognized  the  need  to  improve  travel 
management,  lower  costs,  and  improve  service.  Last  July,  DOD  created  an 
agencywide  task  force  to  examine  its  travel  processes  and  pohcies  and 
develop  proposals  for  a  "clean  sheet"  approach  to  travel  management  The 
task  force  proposed  implementing  a  travel  system  that  included  many  of 
the  characteristics  of  industry  best  practices.  The  Deputy  Secretary  has 
approved  the  task  force  recommendations  and  has  chartered  a  transition 
team  to  develop  implementation  mechanisms.  However,  it  is  likely  that 
moving  from  planning  to  implementation  wiU  pose  a  difficult  challenge  for 
the  Department.  There  are  also  other  independent  efforts  by  several  DOD 


*We  frequently  receive  requests  for  interpretations  as  to  whether  proposed  systems  changes  would 
satisfy  internal  control  standards  in  the  Policy  and  Procedures  Manual-  If  we  determine  that  effective 
implementation  of  these  proposals  would  satisfy  control  objectives,  we  respond  favorably,  stating  that 
we  have  no  objection  to  agencies  implementing  their  proposals 
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organizations  to  reengineer  travel.  These  efforts  vary  in  providing 
examples  or  pilots  for  the  DOD-wide  initiative. 


Task  Force 
Recommendations 
Consistent  With  Industry 
Best  Practices 


As  previously  stated,  the  objectives  of  the  DOD-wide  task  force  included 
meeting  operational  mission  requirements,  reducing  the  overall  cost  of 
travel,  and  improving  customer  service.  The  task  force  was  charged  with 
providing  a  conceptual  framework  for  the  new  system,  developing  a 
detailed  program  for  moving  dod  towards  meeting  the  objectives  of  the 
new  system,  jmd  providing  a  set  of  system  specifications  that  will  serve  as 
a  guideline  for  proposed  policy  changes.  In  carrying  out  its  work,  the  task 
force  reviewed  studies  of  travel  management  developed  by  both  the 
Department  and  the  private  sector,  obtained  benchmarking  data  from  the 
National  Security  Agency's  (nsa)  study  of  best  industry  practices, 
determined  hjgh-level  travel  processes,  identified  available  cost  data  for 
those  processes,  and  conducted  focus  groups  at  four  dod  locations  to 
identiftf  customer  satisfaction  indicators. 

In  its  January  1995  report,  the  task  force  made  a  number  of 
recommendations  that,  if  successfully  implemented,  could  greatly  simplify 
Defense's  travel  processes  and  align  them  more  closely  with  industry  best 
practices.  For  example,  the  task  force  recommended 

simplifying  travel  rules  and  reissuing  regulations  in  a  single  document  of 

10  pages, 

delegating  budget  and  expense  approval  to  supervisors  who  authorize 

travel, 

mandating  use  of  commercial  travel  offices  for  all  arrangements  under  a 

standard  dod  travel  services  contract, 

simplifying  voucher  computation, 

eliminating  cash  transactions,  and 

conducting  random  audits  to  ensure  oversight  and  control. 

The  task  force  did  not,  however,  have  sufficient  documentation  on  dod's 
current  processes  to  model  the  impact  of  proposed  travel  process  changes 
on  meeting  its  customer  service  and  cost  savings  objectives  Although  the 
task  force  did  not  detennine  the  amount  of  projected  savings,  it  beheves 
that  its  recommended  improvements  will  result  in  cost  savings. 

On  January  23,  1995,  the  Depufy  Secretary  endorsed  the  task  force's 
recommendations  and  delegated  responsibility  to  the  dod  Comptroller  for 
continuing  the  reengineering  effort  through  a  transition  t*am.  This 
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transition  team  is  charged  with  conducting  pilots  for  the  new  travel 
system,  marketing  the  system  throughout  dod,  developing 
recommendations  for  implementing  a  revised  system,  and  establishing 
coordination  mechanisms  and  milestones  for  carrying  out  these 
objectives. 


Implementation  Issues  Will 
Prove  Challenging 


DOD  is  at  a  critical  juncture  in  making  dramatic  improvements  in  its  travel 
processing.  The  Department  has  identified  the  need  for  improvement, 
developed  a  strategy  for  moving  forward,  and  demonstrated  top 
management  support  for  the  initiative.  However,  the  Department  still  faces 
formidable  challenges  in  progressing  from  planning  to  implementation. 


Perhaps  the  single  most  difficult  challenge  will  be  the  Department's  own 
strong  internal  culture,  dod's  culture  has  traditionally  supported  multiple 
applications  to  carry  out  similar  administrative  functions.  The  inherent 
desire  to  "grow  your  own"  has  frequently  limited  success  in  other  dod 
process  improvement  initiatives.  Implementing  industry  practices,  such  as 
consolidating  decentralized  operations  and  empowering  employees  to 
make  travel  decisions,  would  also  entail  mjgor  changes  in  dod's  culture. 
The  task  force  report  recognizes  these  issues  and  the  need  to  overcome 
departmental  resistance  during  the  transition  phase.  Sustained 
commitment  and  oversight  by  top  management  are  also  critical  to  ensure 
progress. 


Independent  Efforts  Vary 
in  Supporting  Defensewide 
Initiative 


Several  dod  organizations  have  independent  initiatives  to  improve  their 
travel  management  Although  coordination  of  these  initiatives  has  been 
informal,  such  initiatives  may  provide  models  or  pilots  to  support  a 
DOD-wide  reengineering  effort. 


For  example,  nsa  has  applied  a  structured  approach  to  its  ongoing  effort, 
accumulating  basehne  costs  from  which  to  measure  future  progress  and 
reengineer  its  travel  processes.  According  to  nsa  officials,  improvements 
will  be  based  on  information  gathered  from  their  survey  of  40  companies 
that  significantly  reduced  their  travel  processing  costs  by  implementing 
many  of  the  best  practices  already  discussed,  nsa  estimated  that  after 
reengineering,  its  cost  to  process  a  trip  will  decrease  from  25  percent  to 
about  7  percent  of  the  direct  cost  of  travel.  In  its  report,  the  dod  task  force 
recommended  agencywide  use  of  some  of  the  practices  that  nsa  was 
planning  to  implement. 
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Further,  the  dod  task  force  reviewed  the  efforts  of  an  Air  Force 
reinvention  lab,  which — according  to  Air  Force  officials — is  charged  with 
experimenting  with  new  travel  processes.  The  lab  is  testing  a  new  travel 
process  at  one  Air  Force  unit  This  process  includes  reducing  the  number 
of  people  and  steps  involved  in  the  process  and  then  automating  the 
remaining  steps.  We  believe  that  this  initiative  serves  as  a  pilot  for  the  Air 
Force,  as  well  as  for  dod.  Lab  results  indicate  that  if  reengineered 
processes  are  implemented  Defensewide,  annual  savings  could  reach 
$875  million. 

Officials  from  the  Washington  Headquarters  Service  and  the  Defense 
Finance  and  Accounting  Service  told  us  that  they  also  began  initiatives  to 
improve  travel  processing.  However,  these  efforts  are  aimed  at  automating 
current  manual  processes.  As  such,  these  efforts  do  not  provide  good 
reengineering  models  for  dod.  The  Defense  Finance  and  Accounting 
Service  has  since  suspended  its  initiative,  awaiting  results  from  the 
DOD-wide  task  force  on  reengineering  travel. 

DOD  is  also  participating  in  a  goverrunentwide  travel  management 
improvement  effort.  The  Joint  Financial  Management  Improvement 
Program  (jfmip)  is  a  cooperative  undertaking  of  gao,  Treasury,  the  Office 
of  Management  and  Budget,  and  the  Office  of  Personnel  Management.  In 
August  1994,  JFMIP  established  an  interagency  task  force  to  study  ways  to 
improve  federal  travel  poUcies  and  procedures. 


Pnnrlll'sinnej  dod's  current  travel  management  processes  stand  in  striking  contrast  to 

the  best  practices  adopted  by  the  private  sector.  Clearly,  dod's  travel 
management  processes  are  wasteful  and  burdensome.  The  demonstrated 
success  of  best  practice  companies  in  providing  essentially  similar  travel 
services  serves  as  a  model  for  the  Department  to  use  in  gauging  its 
progress  in  reengineering  travel  management  If  dod  could  successfully 
apply  industry  travel  practices  as  part  of  its  reengineering  effort,  the 
Department  could  save  hundreds  of  millions  of  dollars. 

dod's  travel  task  force  and  projects  within  nsa  and  the  Air  Force  are 
commendable  first  steps  in  the  reengineering  process.  However,  good 
intentions  and  good  first  steps  will  not  guarantee  success.  Clearly 
articulcited  and  agreed-upon  milestones  and  performance  measures  must 
be  established  and  followed  to  ensure  project  integrity. 
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Further,  pilot  efforts  must  be  structured  to  document  the  cost,  benefits, 
and  savings  to  be  gained  from  system  implementation.  Such  information  is 
critical  in  evaluating  the  potential  for  making  further  investments  in 
improving  travel  management.  Pilots  could  also  help  identify  the  need  for 
changes  or  waivers  to  applicable  statutes  and  regulations  and  ensure  that 
adequate  controls  are  in  place  to  safeguard  against  misuse  of  federal 
funds.  Additionally,  demonstrated  benefits  are  required  to  gain  support 
throughout  the  organization  for  process  changes. 

Most  importantly,  the  Department  needs  to  recognize  that  the  fundamental 
process  improvements  anticipated  by  the  task  force  represent  a  real 
chimge  to  a  basic  business  process.  Managing  such  change  is  difficult 
within  any  organization;  it  is  a  special  challenge  within  dod.  Sustained  top 
management  commitment  and  oversight  are  essential  for  this  effort  to  stay 
on  course. 


RppnmmpnrlTf  inns  ^°  improve  management  of  travel  processes  and  reduce  costs,  we 

recommend  that  the  Secretary  of  Defense  direct  the  travel  reengineering 
transition  team  to 

•  establish  milestones  for  implementation  of  the  task  force 
recommendations, 

•  structure  pilot  efforts  as  a  means  of  ( 1 )  identifying  and  documenting 
projected  costs,  benefits,  and  savings,  (2)  determining  the  need  for 
changes  or  waivers  to  apphcable  statutes  and  regulations,  and  (3)  ensuring 
that  adequate  controls  are  maintained  to  safeguard  government  assets 
prior  to  agencywide  implementation  of  proposed  travel  process  changes, 
and 

•  establish  performance  indicators  to  monitor  progress  towards  meeting 
travel  improvement  objectives. 

We  also  recommend  that  the  Secretary  of  Defense  provide  the  transition 
team  with  (1)  the  necessary  resources  and  authority  to  carry  out  its 
mandate  and  (2)  the  leadership  and  oversight  needed  to  gain  acceptance, 
maintain  progress,  and  ensure  that  process  changes  are  implemented 
consistently  throughout  the  Department. 

As  agreed  with  your  office,  unless  you  publicly  announce  the  contents  of 
this  report  earlier,  we  plan  no  further  distribution  until  30  days  from  the 
date  of  this  report.  We  will  then  send  copies  to  the  Secretary  of  Defense, 


Page  18  GAO/AlMD/NSIAD-95-90  DOD  Travel  Process  Reengineering 


137 


the  Director  of  the  Office  of  Management  and  Budget,  and  other  interested 
congressional  committees.  Copies  will  also  be  sent  to  others  upon  request 

Please  contact  me  at  (202)  512-€240  if  you  or  your  staff  have  any  questions 
about  this  report.  Other  m^or  contributors  are  listed  in  appendix  II. 


Sincerely  yours, 


Jack  L.  Brock,  Jr. 

Director,  Information  Resources  Management/ 
National  Security  and  International  Affairs 
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OFFICE  OFTHE  UNDER  SECRETARY  OF  DEFENSE 
(COMPTROLLER) 
PLANS  &  SYSTEMS  DIRECTORATE 


May    10.    1995 


Memo  For  Clerk,  Oversight  of  Government 
Management  &  DC  Subcommittee,  SH432 

SUBJECT:   Questions  for  the  Record, 
March  28,  1995  -  Reducing  the  Cost  of 
Pentagon  Travel  Processing 

Attached  are  Dr.  Harare's  responses  to 
Committee  questions  from  the  above 
hearing. 

If  you  have  any  questions,  please  call 
me,  Nancy  Nowak  703-697-1101 


Thank  you, 
Nancy  Nowak 
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1 .  Question:   In  measuring  the  level  of  improvement  as  the  Department  of 
Defense  (DoD)  reengineers  its  travel  process,  please  identify  specific  performance 
measures  that  will  be  used  and  target  dates  for  achieving  performance  goals. 

Answer:  We  are  still  developing  specific  performance  measures,  and  will 
continue  to  refine  them  throughout  the  next  few  months.  Both  the  Service 
headquarters  and  pilot  installations  will  jointly  develop  and  refine  the 
measures  and  the  goals.  Overall  performance  measures  will  include  total 
direct  and  indirect  costs,  cycle  times,  and  customer  satisfaction.  With  respect 
to  specific  aspects  of  travel  reengineering,  we  have  set  some  target  dates: 
October  1, 1995,  to  implement  EFT  for  all  travel  payments  when  possible, 
and  the  same  date  to  implement  advances  by  EFT  for  those  people  for  whom 
the  card  is  inappropriate. 

Other  measures  will  focus  on  such  factors  as  the  number  of  travel 
cards  in  force,  the  percentage  of  travel  expenses  charged  to  those  cards,  and 
promptness  of  payment  of  travel  card  charges;  the  number  of  travel 
vouchers  paid  by  electronic  funds  transfer,  the  number  of  days  to  receive 
payment  by  EFT,  and  the  percentage  of  the  total  workforce  that  receives 
travel  payments  via  EFT;  total  number  of  hours  to  complete  orders,  trip 
records,  and  reimbursement  claims;  the  percentage  of  use  of  "city-pair" 
contract  air  fares;  and  the  like. 
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2.  DoD  is  unable  to  identify  indirect  costs  associated  with  travel  because  it  does 
not  track  those  type  of  costs.  The  General  Accounting  Office  and  DoD  estimates 
of  those  costs  ranged  from  15  to  45  percent  of  actual  travel  costs,  and  could  even 
be  higher.  With  such  uncertain  cost  estimates,  can  DOD  establish  a  valid  baseline 
against  which  to  measure  future  results  and  progress  in  years  to  come?  What 
baseline  does  DoD  plan  to  use  and  will  these  type  of  costs  be  tracked  in  the 
future? 

Answer:  DoD  intends  to  establish  a  valid  cost  baseline  at  its  pilot  sites  first. 
We  will  measure  the  cost  of  the  entire  process,  from  the  moment  the  need  to 
travel  is  identified  until  the  travel  is  paid  and  the  systems  updated.  This 
baseline  does  not  exist  in  a  complete,  documented  way  anywhere  in  DOD 
except  for  the  National  Security  Agency.  This  baseline  will  be  established  by 
examining  existing  processes,  which  vary  from  installation  to  installation  and 
Service  to  Service,  and  the  data  will  be  placed  into  a  model  called  "Turbo 
BPR",  a  Government-developed  evaluation  tool  used  to  examine  costs  within 
organizations.  This  tool  will  be  used  throughout  the  pilot  process  to  track 
costs  and  show  where  costs  are  either  increased  or  decreased  as  a  result  of 
our  reengineering  efforts.    We  will  continue  to  track  costs  of  the  overall 
system  as  we  implement  the  new  one  DOD-wide. 
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3.  Do  you  believe  that  DOD  will  be  able  to  reduce  travel  processing  costs  to 
private  industry's  target  of  six  percent  of  direct  travel  costs?  If  not,  why  not? 

Answer:  We  do  not  know  if  wc  can  reduce  administrative  costs  to  those  of 
private  industry.  We  do  know  that  we  can  spend  less  than  we  do  now.  Until 
we  establish  solid  baseline  data  for  the  current  process,  which  will  have  to  be 
installation-  or  agency-specific,  and  then  test  new  processes  and  enabling 
tools,  we  cannot  predict  what  the  final  administrative  costs  will  be.  Perhaps 
the  most  important  lesson  for  our  managers  and  commanders  to  learn  is  that 
controls  cost  money,  and  that  they  must  make  a  careful  evaluation  of  costs 
and  benefits  before  either  retaining  all  their  current  controls  or  adding  new 
ones. 
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4.  You  testified  that  the  issue  of  "Frequent  Flyer"  travel  credits  was  being 
reviewed  as  part  of  a  possible  incentive  program.  What  decision  has  been  made 
regarding  this  issue  and  what  specific  travel  incentive  structure  do  you  envision 
for  DOD? 

Answer:  Frequent  flyer  credits  and  other  travel  bonus  programs  are  under 
review  for  change  within  DOD.  We  have  asked  the  General  Services 
Administration  to  waive  those  portions  of  the  Federal  Travel  regulation 
having  to  do  with  these  items  so  that  we  can  test  difi"erent  solutions  regarding 
their  use  during  our  pilot  phase.  We  do  intend  our  CTOs  provide 
management  of  these  programs  for  us,  consistent  with  our  policy  direction. 
We  do  allow  our  travelers  to  use  their  frequent  flyer  mileage  for  upgrades  to 
business  class-  -a  very  infrequent  practice,  since  most  of  our  travel  is 
domestic,  where  business  class  is  not  usually  found.  We  also  currently 
require  travelers  to  turn  in  mileage  for  purchasing  tickets  for  future  travel. 
As  the  airline  industry  re-evaluates  its  own  requirements  for  redemption  of 
mileage,  we  find  that  this  labor-intensive  manual  process  pays  less  and  less 
benefit.  We  are  evaluating  commercial  products  that  will  assist  us  in  making 
the  best  use  of  all  travel  bonus  programs.  DOD  intends  to  take  advantage  of 
volume  discounts  from  travel  providers  whenever  possible;  we  likewise  want 
to  ensure  that  any  administrative  overhead  associated  with  incentive 
programs  does  not  exceed  the  benefit  derived. 
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5.  What  impact,  if  any,  does  the  hundreds  of  incompatible  systems  throughout 
DOD  have  on  reengineering  the  DOD  travel  process  to  achieve  "a  seamless, 
paperless  travel  system"? 

Answer:    Having  hundreds  of  different  systems,  many  of  which  are 
incompatible,  makes  reengineering  travel-particularly  implementing 
commercial  solutions— very  complicated.  Further,  ownership  is  fragmented, 
which  adds  to  the  complexities  involved.  In  simple  terms,  one  solution  may 
not  work  in  another  environment— a  system  that  the  Air  Force  or  Army  has 
successfully  modified,  for  instance,  may  not  work  at  all  with  a  Navy  or 
Marine  Corps  system.  The  department's  long-term  goal  is  to  reduce  the 
number  of  financial  management  systems,  but  this  is  not  a  prerequisite  to 
applying  technological  solutions  to  the  travel  process.  It  means  that  the  pilot 
phase  will  likely  require  installation-  or  Service-specific  programming  efforts 
to  bridge  a  commercial  system  to  a  Government  one.  This  will  be  time- 
consuming  and  labor-intensive,  but  it  is  not  insurmountable.  We  can 
establish  a  seamless,  paperless  environment  within  an  installation  or  activity; 
we  may  not  be  able  to  do  that  for  the  Department  as  a  whole  for  several 
years. 
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6.  DOD  has  invited  industry  to  offer  possible  travel  solutions  for  the  Department 
on  April  26,  1995.  Please  provide  a  summary  of  industry's  comments  and 
recommendations  including  listing  the  functions  to  be  contracted  out  to  the  private 
sector  and  provided  by  commercial-off-the-shelf  products. 

Answer:  Our  industry  forum  on  April  26, 1995  attracted  about  150 
representatives  from  Government  and  industry.  We  briefed  on  the 
background  of  our  reengineering  effort,  and  discussed  our  concept  of 
operations  at  some  length.  We  accepted  questions  from  industry,  receiving 
about  50  in  all.  Many  of  them  had  to  do  with  our  procurement  plans  for 
both  pilot  and  final  systems,  while  others  asked  if  we  would  consider  buying 
small  programs,  like  a  stand-alone  order  writer  or  travel  bonus  management 
system,  rather  than  a  complete  "soup  to  nuts"  process.  Over  20  industry 
representatives  indicated  interest  in  demonstrating  their  products.  We 
intend  to  hold  a  "demonstration  conference"  in  early  July,  and  will  announce 
it  through  the  Commerce  Business  Daily. 

Functions  to  be  contracted  out  to  the  private  sector  include 
automating  the  preparation  of  travel  authorizations,  making  arrangements 
for  commercial  travel  services,  providing  an  estimate  of  travel  costs  that 
would  be  the  basis  for  reimbursement,  and  creating  a  single  document  that 
integrates  the  order,  itinerary,  and  voucher.  The  private  sector  would  also 
provide  a  payment  medium  for  travel  expenses,  either  as  a  centrally  billed 
account  or  an  individual  liability-central  pay  account.  The  only  two 
functions  that  would  absolutely  remain  in  Government  would  be  directing 
travel  and  obligating  Government  funds.  We  briefed  industry 
representatives  that  we  would  consider  alternative  concepts  of  operations,  if 
savings  could  be  demonstrated. 

While  many  commercial  off  the  shelf  systems  exist  today  to  enable 
parts  of  this  process,  no  COTS  product  fully  integrates  the  traveler, 
supervisor,  travel  arranger,  and  financial  management  structure  into  a 
seamless  whole.  What  we  seek  does  not  yet  exist  in  the  private  sector. 
Through  our  efforts,  we  hope  to  encourage  development  of  such  a  system. 
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7.  Please  identify  the  pilot  programs  selected  by  the  DOD  Travel  Transition  team 
and  the  current  status  of  those  efforts. 

Answer:  DOD  has  approximately  30  pilot  organizations  nominated  to 
participate  in  tlie  travel  reengineering  process.  We  are  currently  evaluating 
the  suitability  of  these  to  ensure  we  have  the  broadest  possible  range  of  travel 
situations.  We  will  make  our  final  selections  within  a  month.  Among  these 
pilots  are  a  few  that  have  been  in  operation  for  several  months:  the  National 
Security  Agency,  the  Air  Force's  Air  Combat  Command  headquarters  and 
11th  Support  Wing,  and  the  Army's  Forces  Command  headquarters. 
Additionally,  the  Army  Audit  Agency  is  beginning  to  use  a  COTS  product  to 
prepare  travel  orders  and  vouchers. 
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8.  You  testified  that  the  Department  has  "unique"  travel  needs  and  there  is  no  off- 
the-shelf  technology  or  systems  available  to  meet  those  needs.  The  Subcommittee 
on  Oversight  of  Government  Management's  report  on  "Computer  Chaos" 
highlighted  the  excessive  costs  associated  with  developing  customized  solutions 
that  can  be  fixed  by  commercial-off-the-shelf  (COTS)  software. 

a.  As  part  of  its  pilot  program,  the  Air  Force  has  identified  a  commercial 
system  which  satisfies  the  majority  of  its  travel  needs.  Is  this  system  being 
considered  by  DOD? 

Answer:  The  Air  Force  is  experimenting  at  two  sites  with  a  commercial 
product  that  can  perform  the  majority  of  its  temporary  duty  travel 
computations.  The  Army  is  using  the  same  commercial  product  at  its  Forces 
Command  headquarters  in  Atlanta.  The  original  Task  Force  received 
several  briefings  on  this  product,  and  based  several  of  its  recommendations 
around  the  concepts  developed  within  the  Air  Force.  The  system  is  one  of 
several  that  commercial  vendors  offer,  and  it  will  be  considered  for  use  at 
pilot  sites. 

b.  The  Defense  Finance  and  Accounting  Service  (DFAS)  Defense  Travel 
and  Pay  System  is  a  DoD-unique  system  which  has  been  considered  a  candidate 
system  in  the  past.  Is  the  DFAS  system  still  a  candidate  system?  If  so,  what  is  the 
cost  to  the  Government  of  developing  and  maintaining  this  system  to  meet  the 
department's  reengineered  travel  process? 

Answer:  DFAS'  Defense  Travel  Pay  System  (DTPS)  was  canceled  in 
October,  1994.    Much  of  DTPS  work  in  connectivity  and  data  flow,  however, 
has  been  modified  for  use  in  our  current  project,  so  the  entire  value  of  the 
program  has  not  been  lost. 

c.  Please  explain  DoD's  unique  needs  that  cannot  be  addressed  using 
COTS. 

Answer:  DoD  has  some  unique  needs  that  COTS,  in  their  current  stage  of 
development,  do  not  address.  These  include  making  arrangements  where 
military  facilities  are  used  for  transportation;  manifesting  and  tracking 
personnel  (and  complete  units,  including  equipment)  embarked  aboard  ship 
or  military  aircraft  for  deployment;  preparing  orders  that  do  not  require  the 
services  of  a  commercial  travel  office  (such  as  deployment)  for  arrangements, 
but  do  require  computation  of  a  travel  voucher  upon  return;  and  travel  to 
remote  locations  where  connectivity  and  commercial  travel  services  are  rare- 
-deployment  to  refugee  operations  in  Rwanda  and  Zaire  are  examples  of 
such  travel.  Lastly,  no  COTS  product  suite  (by  which  we  mean  the  full 
integration  of  the  travel  card,  Government,  commercial  transportation  office, 
and  traveler)  can  process  those  ordered  on  temporary  duty  en  route  with  a 
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permanent  change  of  station.  This  category  of  traveler  includes  virtually  all 
newly  recruited  personnel  as  they  travel  through  our  training  estahlishment, 
and  affects  most  career  servicemembers  at  several  points  in  their  career  as 
they  attend  professional  development  training. 

We  expect  a  two-tiered  approach  to  such  travel:  first,  that  COTS 
would  continue  to  refine  and  expand  their  abilities  to  manage  more  diverse 
forms  of  travel,  and  second,  that  we  would  refine  our  entitlements  and 
administrative  processes  to  simplify  the  computation  and  management  of 
such  travel. 
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9.  At  the  hearing,  you  indicated  that  60  pages  of  temporary  duty  (TDY)  poHcy 
have  been  replaced  by  a  16-page  summary  document.  Will  this  16-page  document 
also  replace  the  entire  270  pages  of  current  TDY  policy?  Is  this  document  a 
"summary"  document,  and  if  so,  how  many  more  pages  are  planned  to  revise  all 
TDY  policy?  Will  travel  policy  supplements  be  allowed  at  the  Service  or  Agency 
level?  Are  there  plans  to  address  the  other  portions  of  the  Joint  Travel  Regulation 
and  Joint  Federal  Travel  Regulation? 

Answer:  DOD  is  very  proud  of  the  fact  that  it  has  reduced  230  pages  of 
temporary  duty  travel  rules  in  the  Joint  Federal  Travel  Regulations  (JFTR) 
and  Joint  Travel  Regulations  to  16.  These  pages  represent  almost  a  95% 
reduction.  These  16  pages  will  replace  the  230  pages  as  waivers  are  approved 
by  agencies  outside  DOD,  as  statutes  change,  and  as  the  new  travel  process 
takes  effect.  Travel  policy  supplements  at  lower  levels  will  be  eliminated  as 
the  process  is  implemented.  We  are  also  beginning  the  process  of  examining 
the  entitlements  contained  in  Chapter  7  of  the  JFTR,  which  address  travel  by 
many  categories  of  traveler,  such  as  Reserve  Component  members,  patients, 
and  prisoners.  We  would  like  to  complete  the  policy  changes  we  have 
effected  for  TDY  travel  before  we  attempt  wholesale  revisions  of  the  other 
portions  of  the  regulations. 
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ENTITLEMENTS    REVISIONS 

CHAPTER  4 

Temporary  Duty  (TDY)  Travel  Entitlements 

J4000  Introduction.  This  Chapter  descnbes  the  entitlements  and  responsibiUties  of  travelers 
who  perform  the  most  common  types  of  TDY  travel  as  authorized  by  law  for  uniformed 
members  and  DoD  civilian  employees.  It  covers:  travel  for  business,  travel  for  schoolhouse 
training,  and  deployment  or  group  travel.  Other  types  of  TDY  travel  (travel  of  Reservists, 
midshipmen  and  cadets,  patients,  escorts  and  attendants,  pre-employment,  and  invitational  travel, 
etc.)  are  addressed  in  the  Joint  Federal  Travel  Regulations  (JFTR),  Volume  1 ,  Chapter  7  for 
uniformed  travelers  and  in  the  Joint  Travel  Regulations  (JTR),  Volume  2,  Chapter  6  for  civilian 
employees.  Except  where  differences  are  identified,  the  entitlements  and  responsibilities  in  this 
Chapter  apply  equally  to  uniformed  members  and  DoD  civilian  employees.  In  this  Chapter, 
"authorizing  official"  or  "AO"  means  the  individual  (uniformed  member  or  civiUan  employee) 
who  controls  the  mission,  authorizes  the  tnp,  and  controls  funds  for  TDY  travel.  Definitions 
specific  to  this  Chapter  are  found  in  paragraph  J4070. 

J4010  Reimbursement  Rates.  Rates  for  private  vehicle  mileage  reimbursement.  Government 
mess  food  and  surcharge  rates,  and  per  diem  rates  by  location  showing  the  lodging,  meals  and 
incidental  expense  components  are  published  in  apfiendices  to  the  JFTR  and  JTR  or  provided 
under  separate  issuance  by  the  Per  Diem,  Travel  and  Transportation  Allowance  Committee. 
They  are  also  available  from  the  Commercial  Travel  Office  (CTO).  > 

J4020  TDY  Travel  Policy 

A.  Criieriafor  TDY  Travel.  TDY  travel  is  mission  support.  TDY  travel  is  performed  when 
there  is  no  other  means  to  successfully  complete  the  mission.  When  the  mission  can  be  achieved 
by  another  means,  such  as  wntten  correspondence  or  teleconferencing,  AOs  will  choose  that 
method. 

B.  Traveler  Rights  and  Responsibilities 

1 .  Travelers  are  to  follow  the  policies  and  procedures  in  this  regulation,  and  u.se  good  judgment 
in  incurring  official  business  expenses,  as  if  traveling  on  their  personal  money. 

2.  Travelers  will  be  provided  transportation,  lodging  and  food,  or  they  will  be  reimbursed 
promptly  for  reasonable  and  necessary  authorized  expenses  if  they  purchase  them    AOs  will 
authorize  reimbursement  for  rental  cars  and  other  expanses  appropnate  to  the  mission. 

3.  Travelers  should  arrange  commercial  transportation,  rental  cars  (if  authorized),  and 
Government  and  commercial  lodging  through  the  CTO  or  in-house  travel  arranger.  Government 
transportation  should  be  arranged  through  the  installation  transportation  office  (ITO),  unless  the 
CTO  provides  this  service.  The  CTO  will  provide  round-the-clock  service  by  a  toll  free 
telephone  number,  and  will  estimate  the  total  cost  for  the  tnp  (a  "should-cost '  estimate)  forming 
the  basis  of  the  reimbursement. 
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4.  Travelers  should  only  make  their  own  arrangements  if  they  cannot  communicate  with  their 
CTO  in  time  to  accomplish  the  mission.  In  this  situation,  travelers  should  deal  directly  with 
transportation  companies,  hotels,  and  rental  vehicle  companies,  aslcing  for  the  Government 
discount  If  the  traveler  uses  a  travel  agency  which  is  not  under  Government  contract, 
reimbursement  is  not  authorized.  Travelers  are  to  travel  by  coach  class,  unless  a  medical 
condition  or  mission  timing  requires  premium  class.  Only  American  transportation  companies 
should  be  used,  even  if  their  fares  are  higher  than  foreign  companies.  A  traveler  who  must  use 
premium  class  or  a  foreign  transportation  company  must  convince  the  AO  of  the  mission 
justification  for  reimbursement.  Travelers  should  contact  the  AO  and  CTO  as  soon  as  possible 
after  personally  making  arrangements  to  get  the  Trip  Record  updated,  and  arrangements 
confirmed  or  to  get  alternate  arrangements. 

5.  Travelers  will  be  advised,  in  advance,  of  their  entitlements,  the  arrangements  made  for  them, 
probable  expenses,  and  a  good  estimate  of  what  they  will  be  reimbursed. 

6.  Travelers  will  have  use  of  a  Government-sponsored,  contractor  issued  travel  (charge)  card. 
With  it,  they  should  only  charge  expenses  incident  to  official  travel  and  get  cash  through  the 
ATM  withdrawal  feature  of  the  card  for  expenses  that  cannot  be  charged.  ATM  withdrawal  is 
not  an  option  when  a  unit  charge  card  is  used.  The  CTO  will  charge  commercial  transportation 
and  lodging  expenses  to  the  card. 

7.  Travelers  may  .submit  an  expense  report  every  30  days  when  the  TDY  is  over  45  days.  This 
will  ensure  travelers  are  paid  for  expenses  in  about  the  same  time  as  charge  card  bills  are 
received. 

8.  Travelers  must  comply  with  Federal  and  Depanmental  ethics  rules  when  accepting  travel 
benefits  (i.e.,  goods,  services  or  payment)  from  non-Federal  sources.  For  DoD  personnel,  see 
Joint  Ethics  Regulation,  DoD  5500. 7-R,  Chapter  4.  For  Coast  Guard  personnel,  see 
COMDTINST  M5370.8A.  For  NOAA  Corps  personnel,  see  Depanmeni  of  Commerce 
Administrative  Order  202-735.  For  Public  Health  Service  personnel,  see  Commissioned  Corps 
Personnel  Manual  CC26. 1,  Inst  1. 

9.  Frequent  traveler  benefits  received  for  transportation  paid  for  by  the  Government  belong  to 
the  Government  and  cannot  be  used  for  personal  travel.  TTiey  can  be  used  for  official  travel  and 
for  upgrades  (but  not  to  first  class  air). 

10.  Travelers  will  be  treated  as  honest,  responsible  customers  as  long  as  they  follow  the  rules  in 
this  regulation. 
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J4030  Getting  There  and  Back  (Transportation  Entitlements) 

A.  Type  of  Travel.  The  AO  may  direct  travel  by  any  mode  (e.g..  Government  or  commercial  air. 
bus,  train)  except  use  of  personal  or  a  rental  vehicle.  If  a  certain  mode  is  directed  and  another 
mode  is  used,  reimbursement  is  not  authorized. 

B.  Commercial  Transportation.  The  CTO  must  arrange  commercial  transportation  in 
accordance  with  law.  Government  policies,  agreements  and  contracted  rates  using  American  flag 
carriers  and  coach  accommodations  whenever  possible.  The  AO  may  authorize  the  CTO  to 
anange  other  than  contract  flights,  foreign  flag  carriers,  or  premium  (but  not  first)  class 
accommodations  on  international  flights  when  needed  to  fulfill  a  documented  mission 
requirement.  Only  the  traveler's  Service  or  Agency  Headquarters  may  authorize  reimbursement 
for  first-class  accommodations. 

C.  Rental  Vehicles.  When  use  of  a  rental  vehicle  is  authorized  by  the  AO,  reimbursement  is 
authorized  for  the  rental  costs,  necessary  gas  and  oil,  and  transportation  to  and  from  the  rental 
facility.  When  possible,  the  CTO  reserves  a  rental  vehicle  from  a  Government  contracted  agency 
and  the  contract  includes  collision  damage  waiver  coverage  in  the  rental  rate.  Additional 
coverage  should  be  declined.  Travelers  will  not  be  reimbursed  for  the  extra  cost  if  it  is  not 
decUned.  When  the  standard  size  rental,  compact  cars,  will  not  meet  requirements,  the  AO  may 
authorize  the  size  vehicle  appropriate  to  the  mission. 

D.  Government  Vehicle.  The  ITO  will  arrange  for  Government  transportation  unless  the  CTO 
provides  this  service.  Only  use  the  Government  ground  transportation  for  official  business:  to  go 
to  and  from  the  TDY  location,  where  the  traveler  is  staying,  places  to  eat,  and  other  places  for 
comfort  and  health  reasons.  If  it  is  used  for  any  other  purpose  and  the  traveler  has  an  accident, 
the  traveler  may  have  to  cover  the  expenses  and  liabilities.  Use  Government  servicing  for  the 
vehicle  whenever  possible.  When  Government  servicing  is  not  available,  reimbursement  of 
actual  vehicle  operating  expenses  is  authorized  if  approved  by  the  AO. 

E.  Private  Vehicle.  When  use  of  a  private  vehicle  is  approved  by  the  AO  as  the  best  way  for 
travel  to  be  performed,  reimbursement  is  authorized  at  the  current  standard  rate  per  mile  for  the 
type  of  vehicle  and  the  distance  between  duty  locations.  If  the  AO  does  not  approve  using  a 
private  vehicle  and  one  is  used  anyway,  reimbursement  is  still  authorized  at  the  current  standard 
rate  per  mile  but  the  amount  will  be  limited  to  the  should-cost  estimate  of  AO-approved 
transportation.  In  either  case,  reimbursement  is  only  authorized  for  the  dnver.  If  reimbursement 
at  the  published  rate  will  not  be  enough  to  cover  expenses,  or  if  there  is  no  established  rate  for 
the  type  of  vehicle  being  used,  the  AO  may  authorize  reimbursement  of  necessary  transportation 
costs. 

F.  Rest  Stops.  Normally,  travelers  will  not  be  required  to  travel  during  unreasonable  hours  at 
night.  If  the  traveler  is  requu-ed  to  travel  during  normal  sleeping  hours  or  the  scheduled  trip 
exceeds  14  hours,  the  AO  may  authorize  a  rest  stop  en  route  or  a  rest  period  at  the  TDY  location 
before  reporting  for  duty.  Rest  stops  for  passengers  on  international  travel  will  not  exceed 

24  hours. 
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G.  Insurance  Coverage  In  Foreign  Areas.  The  AO  may  authorize  reimbursemenl  for  additional 
insurance  coverage  in  foreign  areas  for  a  rental.  Government,  or  private  vehicle  used  for  official 
travel. 

H.  Allowable  Travel  Time.  The  number  of  days  allowed  for  travel  is  determined  by  the  mode  of 
travel.  For  travel  by  commercial  air,  one  day  is  allowed  in  CONUS  and  within  overseas  areas. 
For  travel  between  CONUS  and  overseas,  the  actual  elapsed  time  will  be  used  based  on  the 
scheduled  departure  and  arrival  times.  For  travel  by  commercial  ground  transportation,  the 
scheduled  departure  and  arrival  dates  will  be  used.  When  travel  by  pnvate,  rental  or  Government 
vehicle  is  authorized  by  the  AO.  one  day  of  travel  is  allowed  for  each  400  miles.  If  travel  by 
private  vehicle  is  used  but  not  authorized  as  advantageous  by  the  AO,  travel  is  limited  to  one 
day. 

1.  Authorized  Trips  Home  During  Extended  Business  TDY.  Services  or  Agencies  may  permit 
round-trip  transportation,  and  per  diem  en  route,  for  travelers  who  routinely  travel  on  business 
TDY  for  periods  of  more  than  three  weeks,  to  return  periodically  to  their  permanent  station  or 
home  for  nonworkdays. 

J.   Voluntary  Return  Home  During  Intervening  Weekend/Holidays.   If  the  AO  does  not  authorize 
travel  home  periodically  on  weekends  or  non-workdays,  it  may  still  be  performed  for  personal 
convenience.  If  so,  entitlement  to  reimbursement  for  the  round-trip  transportation  and  per  diem 
is  authorized  but  limited  to  the  amount  of  per  diem  the  Government  would  have  paid  had  the 
traveler  remained  at  the  TDY  location. 


J4040  Living  Expenses  (Per  Diem  Entitlements).    The  "Lodging  Plus"  method  is  used  to 
reimburse  TDY  living  expenses.  Travelers  are  paid  the  actual  cost  of  lodging,  up  to  a  limit,  plus 
a  set  amount  for  meals  and  incidental  expenses.  The  rates  for  lodging,  mejils  and  incidental 
expenses  vary  by  location,  but  should  be  sufficient  for  a  comfortable  and  safe  tnp.  Travelers  can 
also  be  reimbursed  for  other  necessary  expenses  if  they  are  approved  by  the  AO. 

A.  Lodging  Overnight  Required  -  Business  Travel  Standards 

1.  Sleeping 

a.  The  CTO  will  make  lodging  reservations  and  reflect  the  estimate  of  their  cost  (including 
taxes)  on  the  Trip  Record. 

b.  The  AO  may  direct  use  of  Government  quarters,  if  they  are  available.  If  use  of  Government 
quarters  is  directed  and  other  lodging  is  used,  reimbursement  is  limited  to  the  Government 
quarters  cost. 

c.  If  Government  quarters  are  not  available,  reimbursement  is  authonzed  for  the  actual  cost  of 
lodging,  based  on  the  single  occupant  rate,  up  to  the  maximuiu  ra'e  (or  the  area  visited.  The 
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reimbursement  is  based  on  the  rate  which  applies  to  the  TDY  or  stop-over  location.  If  the  CTO 
can  only  find  lodging  that  costs  more  than  the  published  maximum  rate,  the  AO  may  authorize 
the  higher  amount  The  CTO  will  put  these  rates  on  the  Trip  Record,  so  the  traveler  will  know 
up-front  the  allowed  maximum.  The  traveler  is  responsible  for  anything  charged  beyond  the 
basic  room  fee  and  taxes,  such  as  movies,  laundry,  and  personal  phone  calls.  Travelers  are  to 
keep  all  lodging  receipts. 

d.  Reimbursement  of  lodging  cost  when  staying  with  friends  or  relatives  is  not  authorized. 

e.  If  the  traveler  will  be  TDY  at  one  location  for  more  than  30  days,  lodging  reservations  should 
be  made  on  a  weekly,  monthly,  or  other  long-term  basis  if  possible.  When  longer  term  lodging  is 
used,  the  allowable  lodging  cost  includes  the  rent,  charges  for  furniture  rental,  utilities 
connections  and  use,  cleaning  fees,  and  telephone  monthly  use  fees,  but  not  toll  charges.  The 
CTO  should  be  used  to  make  these  arrangements  unless  the  CTO  does  not  provide  this  service. 

2.  Eating 

a.  The  entitlement  for  meals  for  the  day  of  departure  from  the  pennanent  station  is  75  percent  of 
the  fiist  TDY  location,  or  stop-over  point,  M&IE  rate.  The  entitlement  for  the  day  of  return  to 
the  pennanent  station  is  75  percent  of  the  last  TDY  locauon,  or  stop-over  point,  M&IE  rate. 

b.  On  all  other  days,  the  entitlement  for  meals  is  the  entire  M&IE  for  the  TDY  location  unless 
the  AO  directs  use  of  available  Government  mess. 

c.  A  Government  mess  will  be  considered  available  only  if  all  meals  on  a  given  day  are  available 
and  Government  lodging  on  an  installation  is  directed.  When  a  Government  mess  is  available, 
the  entitlement  is  the  amount  of  the  current  food  and  surcharge  cost,  plus  the  incidental  expense 
portion  of  the  M&DE.  When  actual  mess  availability  differs  from  the  pre-tnp  information,  the 
AO  may  authorize  payment  of  the  difference  between  the  food  and  surcharge  cost  and  the  full 
M&E  for  the  meals  that  were  not  available.  The  traveler  must  indicate  on  the  expense  report 
portion  of  the  Trip  Record  how  many  meals  by  type  (breakfast,  lunch  or  dinner)  were  not 
available. 

d.  Entitlement  to  the  meals  portion  of  the  M&IE  is  reduced  when  meals,  other  than  meals 
included  in  air  fares  or  from  friends  or  relatives,  are  received  at  no  cost  or  have  been  purchased 
by  the  Government  through  some  means  such  as  a  registration  fee.  The  reduction  will  be  the  rate 
for  the  meal  involved  based  on  the  applicable  location  per  diem  rate.  The  traveler  must  indicate 
on  the  expense  report  portion  of  the  Trip  Record  how  many  meals  by  type  (breakfast,  lunch  or 
dinner)  were  free  or  purchased  by  the  Government. 

3.  Incidental  Expenses 

Travelers  are  paid  an  allowance  for  the  small  additional  expenses,  such  as  tips  and  laundry, 
incurred  while  traveling.  This  is  the  IE  part  of  the  M&tE.  The  daily  IE  entitlement  in  CONUS 
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is  $2.00.  The  daily  IE  entitlement  overseas  is  $3.50  when  staying  in  Government  quaiteis; 
otherwise,  the  entitlement  is  the  IE  rate  for  the  applicable  per  diem  rate. 

4.  Other  Reimbursable  Expenses. 

a.  Getting  Around  the  TDY  Location.  Reimbursement  is  authorized  for  necessary  travel  at  the 
TDY  location.  This  includes  travel  from  the  transportation  terminal  to  the  lodging  and  back,  one 
round  trip  per  day  from  the  lodging  to  place  of  duty,  trips  to  eat,  and  trips  between  duty 
locations.  If  a  rental  car  is  not  authorized,  the  traveler  is  entitled  to  reimbursement  for  the  cost  of 
using  public  transportation.  If  use  of  a  private  vehicle  is  authorized,  the  entitlement  for 
reimbursement  is  the  current  standard  mileage  rate  times  the  miles  driven  for  the  necessary  travel 
around  the  TDY  locadon.  Travelers  should  note  the  required  miles  driven  on  the  Trip  Record. 

b.  Other  Expenses  on  the  Trip.  The  AO  will  authorize  reimbursement  for  other  necessary 
business-related  miscellaneous  expenses  which  are  necessary  to  the  successful  completion  of  the 
mission.  They  include,  but  are  not  limited  to,  the  cost  of  travelers'  checks,  ATM  fees  for  travel 
advances  on  the  Government  travel  card,  passport  and  visa  fees  when  a  regular  fee  passport  is 
required,  official  local  and  long  distance  phone  calls,  currency  conversion  fees,  airport  taxes, 
authorized  excess  baggage,  boarding  fees,  and  conference  registration  fees.  The  AO  may  also 
authorize  reimbursement  for  other  necessary  incidental  expenses  when  they  are  cleariy  in  the 
interest  of  the  Government.  For  example,  AOs  may  consider  certain  phone  calls  to  the  traveler's 
home  or  family  while  on  the  trip  as  official,  if  the  AO  consider  the  calls  to  be  in  the 
Government's  interest.  If  they  do,  AOs  will  establish  a  reimbursement  ceiling  for  such  calls. 
Travelers  should  find  out  what  telephone  dollar  limit  the  AO  has  set  before  they  leave  on  the  trip. 
Travelers  should  keep  track  of  these  types  of  expenses  on  the  Trip  Record. 


B.  Lodging  Overnight  Required  -  Schoolhouse  Training  Standards 

1 .  Schoolhouse  training  standards  are  the  same  as  business  travel  standards,  except  that  for 
training  travel,  the  training  location  commander  decides  if  use  of  Government  quarters  and  mess 
IS  required. 

2.  In  some  situations,  the  Service  Secretary  may  approve  Essential  Unit  Messing  (EUM)  for 
students  in  particular  courses  when  readiness  requires  Government  messing.  When  Essential 
Unit  Messing  applies,  enlisted  members  arc  not  entitled  to  BAS,  get  incidental  expense 
reimbursement  and  get  meals  without  charge.  Officers  get  BAS,  incidental  expense 
reimbursement  and  pay  the  food  cost  for  meals  (no  surcharge).  Civilians  gel  incidental  expense 
reimbursement  and  reimbursement  for  the  food  cost  including  the  surcharge. 

3.  The  Trip  Record  will  indicate  mess  availability  and  EUM.  When  actual  mess  availability 
differs  from  the  pre-tnp  information,  the  AO  may  authonze  reimbursement  for  the  difference  in 
the  amount  paid  and  the  full  M&IE  rate  for  the  meals  that  were  not  available.  Travelers  must 
note  on  the  Trip  Record  how  many  meals,  by  type  (breakfast,  lunch  or  dinner),  were  not 
available. 


174 


C.  Lodging  Overnight  Required  -  Deployment  and  Group  Travel  Standards 

1 .  Group  travel  includes  travel  away  from  the  permanent  station  where  the  mission  requires 
control  of  groups  of  people  as  opposed  to  individuals.  It  only  includes  travel  between  duty 
locations  and  does  not  involve  entitlements  at  duty  locauons.  No  per  diem  is  payable  for  group 
travel.  Meals  are  provided  without  charge  to  enlisted  travelers,  officers  pay  the  food  cost  without 
surcharge,  and  civilians  pay  the  food  cost  and  surcharge.  Civilians  are  entitled  to  reimbursement 
of  the  amount  paid  for  food.  Group  travel  will  not  be  used  simply  to  save  travel  funds. 

2.  Training  exercises,  maneuvers,  war  games,  and  similar  types  of  operations  may  be  classified 
as  field  duty  when  everything  normally  associated  with  per  diem  is  furnished  without  charge. 
Per  diem  is  not  payable  during  field  duty.  Lodging  is  provided  and  meals  are  provided  without 
charge  to  enlisted  travelers,  officers  pay  the  food  cost  without  surcharge,  and  civilians  pay  the 
food  cost  and  surcharge.  Civilians  are  entitled  to  reimbursement  of  the  amount  paid  for  food. 

3.  Joint  deployments  involve  the  temporary  assignment  of  members  of  more  than  one  uniformed 
service  to  a  provisional  force  formed  for  a  specific  task  or  operation.  TDY  options  include 
regular  business  travel,  EUM,  or  field  duty.  The  CINC  or  Joint  Task  Force  (JTF)  commander 
will  determine  the  appropriate  option  and  may  specify  a  different  option  for  different  locations. 
For  example,  field  duty  might  be  appropriate  for  the  main  body  of  the  deployed  force,  but 
business  travel  might  be  appropriate  for  an  interim  staging  base.  In  choosing  the  option  to  use, 
the  CINC  or  JTF  commander  should  consider,  in  the  following  pnority,  business  travel,  essential 
unit  messmg,  and  then  field  duty.  Under  normal  circumstances,  the  CINC  should  choose 
business  travel  unless  operational  circumstances  dictate  otherwise.  In  general,  business  travel  is 
appropriate  for  jjeacekeeping,  humanitarian,  and  relief  missions.  The  CINC  or  JTF  commander 
may  approve  EUM  when  it  enhances  operational  readiness,  the  conduct  of  military  operations,  or 
is  necessary  for  the  conduct  of  training.  It  applies  to  units  only,  not  to  individual  travelers. 
When  civilian  employees  are  deployed  in  support  of  the  operation,  they  pay  the  food  and 
surcharge  cost  and  are  entitled  to  reimbursement  of  such  costs.  The  overall  effect  of  each  option 
on  entitlement  to  per  diem  and  BAS  is  shown  in  Table  1 . 

4.  TDY  Aboard  Vessels 

a.  No  per  diem  is  payable  when  TDY  aboard  a  U.S.  vessel  since  quarters  and  mess  are  provided. 
Enlisted  travelers  will  not  receive  BAS  and  will  be  provided  meals  at  no  charge.  Officers  will 
not  get  per  diem,  still  get  BAS,  and  pay  for  their  meals  in  the  same  manner  as  the  ship's  company 
officers.  Civilians  will  get  reimbursement  for  food  cost,  surcharge  and  incidental  expenses. 

b.  The  AO  may  authorize  payment  of  a  per  diem  when  the  traveler  is  TDY  aboard  a  vessel  and  is 
charged  for  meals.  This  usually  involves  TDY  aboard  foreign  or  commercial  vessels,  but  may 
include  other  situations.  The  AO  may  establish  a  per  diem  allowance  equal  to  the  daily 
expenses.  Enlisted  travelers  will  remain  entitled  to  per  diem  and.  consequently,  BAS. 
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nFPi  ovMF.NT  ■  ln^^r^  opfrations  tdy  options 

SUBSIST  ASHORE 


TDY  OPTION 

SUBSISTENCE 

PER  DIEM 

BAS* 

REMARKS 

Business  Travel 

Commercial  Lodging  and  Commercial 
Meals 

Lodgmgand 

M&m 

Yes 

Membei/Employee  Pays 
for  Lodging  and  Meals 

Govermnent  Lodging  and  Govenunoit 
Meals 

Lodging  and 

M&m 

Yes 

Member/Employee  Pays 
for  Lodging  and  Full 
Charge  for  Government 
Meals 

Goveniment  Lodging  and  Commercial 
Meals 

Lodging  and 
M&IE 

Yes 

Membei/Employee  Pays 
for  Lodging  and  Meals 

Commercial  Lodging  and  Govermnent 
Meals 

I  ^ging  and 
M&IE 

Yes 

Member/Employee  Pays 
for  Lodging  and  Full 
Charge  for  Govemment 
Meals 

Essenoal  Unit 
Messing 

Government  1  xxlging  and  Use  of 
Government  Meals  is  Essenoal  for 
Training  and  Readiness  Purposes 

IE 

Enlisted  -  No 
Officer  -  Yes 

Enlisted  Pays  Nothing  f< 
Meals 

Officer  Pays  for 
Government  Meals  at 
Discounted  Rate 
Civilian  Pays  for 
Government  Meals  at , 
Rate 

Field  Duty 

Govertjmcnt  Lodging.  Meals  and 
Incidentals  Provided 

None 

Enlisted  -  No 
Officer  -  Yes 

Enlisted  Pays  Nothing 
for  Meals 
Officer  Pays  for 
Govemment  Meals  at 
Discounted  Rate 
Civilian  pays  for 
Govemment  Meals  at  F 
Rate 

SUBSIST  ABOARD  GOVERNMENT  VESSEL 


SUBSISTENCE 

PER  DIEM 

BAS' 

REMARKS 

TDY 

Govemment  Lodging  and  Govemment 
Meals 

No 
Civilian  -  IE 

Enlisted  -  No 
Officer  -  Yes 

Enlisted  Pays  Nothing  1 

Meals 

Officer  Pays  for  Meals 

Civilian  Pays  for  Meals 

Members  are  paid  BAS  as  a  consequence  of  the  category  of  TDY  order  received    Civilians  do  not  receive  BAS    For  the  latest 
BAS  Allowance  entitlements  and  rales,  see  DoD  Military  Pay  and  Allowances  Manual.  Pan  Thrre.  Chapler  1.  Section  B  or  Coast 
Guard.  COMDTINST  M7220.29.  Chapter  3. 

Members/employees  deployed  who  are  ordered  to  subsist  ashore  -  see  'Subsist  Ashore"  (above  uble)  for  order  type  and 
payment  guidelines. 

Table  1.  Deployment  -  Joint  Operations  TDY  Opi'C 
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D.  Lodging  Overnight  Not  Required 


1 .  Transportation.  Travelers  should  still  arrange  for  transportation  through  the  CTO  even 
though  overnight  lodging  is  not  required.  If  the  travel  is  in  the  local  area  around  the  permanent 
station,  a  Government  vehicle,  public  transportation  paid  for  by  the  command,  or  a  pnvatc 
vehicle  may  be  used.  If  a  private  vehicle  is  used  to  and  from  home,  the  traveler  is  entitled  to  the 
standard  mileage  rate  for  the  distance  driven,  minus  the  normal  distance  driven  to  work.  If  the 
traveler  doesn't  drive  to  work  every  day,  the  traveler  will  be  reimbursed  the  standard  mileage 
rate  for  the  distance  driven  less  the  traveler's  normal  transportation  cost  to  get  to  work.  The  AO 
decides  the  reimbunement  amount  based  on  the  premise  that  travelers  are  to  be  paid  the 
difference  between  the  cost  of  using  their  vehicle  and  their  normal  cost  to  get  to  work.  In 
addition,  travelers  are  entitled  to  reimbursement  for  other  expenses  for  using  their  private  car 
such  as  tolls  and  parking. 

2.  Meals.  Law  does  not  permit  payment  to  a  traveler  for  meals  within  the  boundaries  of  the 
traveler's  permanent  station.  However,  for  travel  in  the  local  area  but  outside  the  limits  of  the 
permanent  station,  the  AO  may  authorize  payment  for  meals  when  travelers  must  spend  more 
than  the  cost  of  their  normal  meal  arrangements.  Payment  is  the  standard  meal  per  diem  for  the 
type  of  meal  involved  (breakfast,  lunch,  or  dinner)  for  the  location  visited.  If  travel  is  to  several 
locations  with  different  per  diem  rates,  payment  will  be  based  on  the  highest  rate. 


J4050  Taking  a  Typical  Business  Trip 
A.  Before  the  Trip 

1.  Gelling  a  Cost  Estimate.  Travelers  should  get  a  CTO  should-cost  estimate  for  the  trip.  It's 
the  key  to  several  travel  and  tnp  funding  decisions.  It  lets  the  traveler  and  the  AO  know  up-front 
the  standard  and  actual  arrangements,  their  associated  costs,  and  the  entitlement  maximums.  It 
includes  transportation  costs  to  and  from  the  TDY  location,  lodging  costs  (including  taxes),  and 
rental  car  fees  (if  authorized).  The  estimate  will  also  reflect  the  associated  M&CE.  Travelers 
may  ask  the  CTO  to  estimate  the  amount  for  using  their  private  vehicle  or  other  commercial 
transportation. 

2.  Tailoring  the  Trip.  The  AO  will  decide  if  the  traveler  should  use  non-standard  arrangements 
for  mission  reasons.  The  AO  may  authorize  certain  changes  for  the  traveler's  convenience  (for 
example,  using  a  car  instead  of  flying).  However,  the  standard  arrangement's  should-cost 
estimate  is  the  reimbursement  baseline. 

3.  Getting  Authorization  for  Travel.  The  AO  will  authorize  the  TDY  and  obligate  funds  to  pay 
for  the  trip.  The  CTO  will  update  the  Trip  Record  with  the  fund  cite  provided  by  the  AO.  The 
resulting  document  is  the  travel  authorization. 


177 


4.  Getting  the  Travel  Packet.  The  CTO  will  give  the  traveler  the  Trip  Record  with  the 
confirmed  reservations  and  commercial  transportation  tickets.  The  ITO  will  provide  the 
documents  needed  for  Government  transportation  if  the  CTO  does  not  provide  this  service. 
Travelers  should  guard  tickets  carefully.  If  they  are  lost  or  stolen,  the  traveler  will  have  to  buy 
replacements  and  will  not  be  reimbursed  until  the  Government  is  refunded  by  the  transportation 
company  for  the  unused  tickets.  Also,  travelers  must  return  unused  transportauon  tickets  to  the 
CTO. 

5.  Paying  for  arranged  services  and  getting  cash  to  pay  for  expenses  while  traveling.  The  CTO 
will  charge  airline  tickets,  lodging,  and  rental  car  reservations  on  the  traveler's  individual  or  unit 
travel  card.  While  on  the  trip,  travelers  should  charge  other  expenses  incident  to  official  travel 
whenever  possible.  For  official  expenses  that  cannot  be  charged,  travelers  can  avoid  using  their 
own  money  by  using  their  Government  travel  card  to  obtain  advances. 

B.  During  the  Trip 

1.  Changing  Plans.  If  travel  plans  change  from  itinerary,  the  traveler  should  call  the  CTO's 
24-hour  1-800  number,  if  possible,  to  have  the  needed  changes  made.  The  CTO  will 
automatically  update  the  traveler's  Trip  Record.  The  AO  may  approve  the  changes  after  the  trip 
is  complete.  However,  it  is  best  for  the  traveler  to  get  the  AO's  authorization  up-front,  and  have 
the  Trip  Record  updated.  In  any  case,  the  traveler  will  be  reimbursed  only  for  changes  approved 
by  the  AO  on  the  Trip  Record. 

2.  Receipts.  Travelers  will  keep  receipts  for  lodging  and  any  other  individual  official  travel 
expense  of  $75  or  more.  The  traveler  is  to  hold  the  receipts  for  three  years. 


C.  After  the  Traveler  Returns 

1 .  Filling  out  the  Expense  Report.  Travelers  must  fill  out  and  turn  in  the  expense  report  portion 
of  the  Trip  Record  as  soon  as  possible  after  they  return  from  the  tnp.  Electronic  fund  transfers 
are  the  preferred  method  of  reimbursement,  but  the  traveler  has  two  options.  The  traveler  may 
request  (a)  direct  electronic  transfer  to  the  Government  contracted  travel  card  company  of  the 
authorized  expenses  charged  to  the  card  with  the  remainder  going  to  the  traveler's  personal  bank 
account,  or  (b)  an  electronic  transfer  of  the  full  amount  to  his  or  her  personal  bank  account  (and 
then  traveler  will  have  to  pay  the  travel  card  bill).  Under  option  (a),  the  traveler  will  not  have  to 
write  a  check  to  the  travel  card  company  for  official  expenses  charged.  The  receipts  are  to  be 
attached  to  the  expense  report. 

2.  Getting  it  approved.  The  traveler's  AO  must  approve  the  expenses  on  the  Trip  Record  for  the 
traveler  to  get  paid.  This  includes  reviewing  the  required  receipts.  After  the  AO  approves  it,  the 
AO  returns  the  receipts  to  the  traveler. 
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3.  Turning  in  the  expense  report.  A  finance  office  or  an  office  contractually  arranged  by  the 
traveler's  Service  or  Agency  may  provide  this  service.  The  amount  paid  will  be  the  amount  the 
AO  approves. 

4.  Random  Audits.  Random  audits  of  travel  expense  reports  will  be  conducted.  The  traveler  is 
to  hold  the  receipts  in  case  the  expense  report  is  audited. 


J 4060  A  UTHORIZING  OFFICIAL'S  RESPONSIBIUTIES 

A.  General.  Authorizing  Officials  have  broad  authority  to  determine  when  TDY  travel  is 
necessary  to  accomplish  the  unit's  mission,  authorize  travel,  obligate  unit  travel  funds,  approve 
trip  arrangements,  and  authorize  travel  expenses  incurred  in  connection  with  that  mission.  The 
CTO  is  central  in  helping  to  execute  those  responsibilities. 

1 .  The  CTO  generates  a  Trip  Record.  On  it,  the  CTO  prepares  a  should-cost  estimate  which 
reflects  standard  arrangements  made  in  comphance  with  travel  policies  using  Government 
negotiated  airline,  lodging,  and  rental  car  rates.  If  the  standard  arrangements  do  not  meet  the 
needs  of  the  mission,  the  CTO  will  provide  other  travel  options  to  satisfy  nussion  requirements, 
and  conform  to  law,  regulation,  policy,  and  contractual  obligations.  Use  the  should-cost  estimate 
to  determine  if  the  travel  budget  can  support  the  travel.  Authorize  CTO  identified  should-cost 
standard  arrangements,  unless  additional  or  unusual  cost  options  are  required  to  complete  the 
mission  and  they  make  good  overall  business  sense. 

2.  The  CTO  and  ITO  will  have  available  information  on  policies  relating  to  transportation  and 
travel  arrangements.  Get  other  needed  travel-related  information  from  command  channels. 
Service  headquarters,  or  travel  pay  offices.  Use  management  information  from  the  CTO  and  the 
travel  card  company  to  assist  in  future  travel  decisions. 

3.  Make  sure  travelers  have  access  to  the  unit's  travel  card  if  they  don't  have  an  individually 
issued  travel  card.  Refer  inquiries  on  the  card  and  its  usage  to  the  local  card  coordinator. 

4.  Adhere  to  policies  and  procedures  discussed  in  this  regulation,  use  good  judgment  in 
obligating  unit  funds  and  ensure  travelers  receive  adequate  reimbursement  under  policies 
established  in  this  regulation. 

B.  What 's  Allowable  and  Not  Allowable 
1.  Transportation 

a.  W/wf  AOs  may  direct.  AOs  may  direct  the  traveler  to  use  a  particular  mode  of  travel,  except 
for  pnvate  or  rental  vehicle.  Only  direct  a  specific  mode  when  it's  essential  to  mission  success. 

b.  Options  on  use  of  contract  flights.  The  CTO  will  use  contract  flight  and  fares  in  scheduling 
travel.  In  unusual  circumstances,  AOs  may  authorize  the  CTO  to  make  other  arrangements  if: 
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( 1 )  Seating  space  or  the  scheduled  contract  flight  is  not  available  in  time  to 
accomplish  the  mission,  or  use  of  the  contract  flight  would  increase  the  overall  cost  of  the  trip; 

(2)  The  contract  carrier's  flight  schedule  does  not  operate  during  normal  working 
hours; 

(3)  A  fare,  which  is  available  to  the  general  public,  is  less  than  the  contraa  fare  and 
would  result  in  lower  total  cost  to  the  Government. 

The  AO  will  record  the  rationale  for  not  using  contract  flights  on  the  Trip  Record. 

c.  Authorizing  Accommodations  Above  Coach  Class.  When  mission  requirements  dictate,  AOs 
may  authorize  premium  (but  less  than  first)  class  travel  accommodations  for  the  following 
reasons  (the  reason  must  be  recorded  on  the  Trip  Record): 

(1)  Available  coach  class  accommodations  will  not  allow  timely  mission  completion; 

(2)  A  traveler's  documented  medical  condition  requires  use  of  premium  class 
accommodations; 

(3)  Security  or  exceptional  circumstances  make  use  essential  to  accomplish  mission; 

(4)  Coach-class  accommodations  on  foreign  earners  (authonzed  for  use)  do  not 
provide  adequate  sanitation  or  health  standards; 

(5)  An  overall  savings  will  be  realized  based  on  economic  considerations,  such  as 
additional  lodging  or  per  diem  costs  that  would  be  incurred  in  waiting  for  the  next  available 
coach-class  accommodations;  or 

(6)  The  origin  or  destination  is  outside  CONUS,  the  scheduled  flight  time  (including 
stopovers)  exceeds  14  hours  and  the  mission  requires  duty  performance  soon  after  arrival  without 
a  rest  period.  (When  premium  class  is  authorized  for  this  reason,  the  AO  is  not  to  authorize  a  rest 
stop  en  route  or  a  rest  period  upon  arrival  at  the  duty  site). 

AOs  must  contact  their  Service  headquarters,  through  command  channels,  for  penmssion  to  use 
first-class  accommodations.  First  class  may  be  authorized  when: 

( 1 )  No  other  accommodations  are  available  within  24  hours  of  the  traveler's 
proposed  departure  or  arrival  time; 

(2)  A  documented  medical  condition  of  the  traveler  requires  use  of  first-class;  or 

(3)  Exceptional  security  circumstances  exist. 
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d.  Using  American  Flag  Carriers.  Travelers  must  use  an  availaible  U.S.  carrier  when  traveling 
in  foreign  areas  or  between  the  U.S.  and  a  foreign  area.  A  foreign  carrier  will  not  be  used  unless 
a  U.S.  carrier  cannot  provide  the  needed  transportation  or  the  use  of  a  U.S.  earner  would  not 
accomplish  the  mission.  In  such  cases,  the  AO  may  authorize  the  use  of  a  noncontract  foreign 
carrier.  The  AO  may  not  consider  the  rank  or  grade  of  the  traveler,  traveler  preference,  or 
traveler  convenience  in  deciding,  and  must  record  the  rationale  for  permitting  use  of  a  foreign 
flag  carrier  on  the  Trip  Record. 

U.S.  flag  carriers  are  not  considered  "available"  if: 

(1)  Use  of  a  U.S.  carrier  would  extend  the  travel  by  at  least  24  hours  when  traveling 
between  a  U.S.  gateway  airport  and  a  foreign  gateway  airport  that  is  the  origin  or  destination; 

(2)  Use  of  a  U.S.  flag  carrier  would  require  the  traveler  to  wait  six  hours  or  more  at  a 
foreign  gateway  interchange  point  or  extend  the  travel  time  by  at  least  six  hours  more  when 
traveling  between  two  points  outside  the  U.S.; 

(3)  Use  of  a  foreign  flag  carrier  would  eliminate  two  or  more  aircraft  changes  en  route 
on  a  trip  between  points  outside  the  U.S.; 

(4)  The  elapsed  travel  time  by  a  foreign  carrier  is  three  hours  or  less  and  travel  by  a 
U.S.  carrier  would  be  at  least  twice  the  time; 

(5)  The  travel  can  only  be  financed  with  excess  foreign  currency  and  available  U.S. 
flag  carriers  will  not  accept  the  currency;  or 

(6)  Only  flrst  class  accommodations  are  available  on  a  U.S.  flag  carrier  where  less 
than  first  class  accommodations  are  available  on  a  foreign  flag  carrier. 

e.  Travel  Involving  Leave  or  Other  Personal  Convenience  Travel.  The  AO  may  permit  a 
traveler  to  combine  official  travel  with  leave  or  other  personal  travel.  However,  the  official 
portion  will  be  arranged  through  the  CTO.  Transportation  reimbursement  is  authorized  for  the 
cost  of  official  round  trip  travel  between  duty  stations  only.  The  traveler  may  make  other  travel 
plans  and  pay  any  excess  above  the  official  cost;  no  excess  costs  for  travel  or  Ml&E  will  be 
borne  by  the  Government.  Do  not  permit  a  TDY  trip  that  is  obviously  an  excuse  for  personal 
travel. 

2.  Lodging  Selection.  The  AO  should  approve  lodging  arrangements  made  by  the  CTO  to 
minimize  the  use  of  rental  cars  and  maximize  the  use  of  mass  transportation  when  it's  consistent 
with  mission  requirements  and  cost  effectiveness. 

3.  Rental  Cars.  The  AO  may  authorize  the  CTO  to  arrange  rental  cars  when  their  use  is  the  most 
cost-effective  or  efficient  way  to  complete  the  overall  mission.  The  compact  car  size  should  be 
used,  unless  the  number  of  passengers  or  the  mission  requires  a  larger  vehicle. 
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4.  Authorized  Trips  Home  During  Extended  Business  TDY.  AOs  may  authonze  return  tnps  to 
the  PDS  or  home  only  when  such  trips  are  authorized  for  a  Service  or  Agency,  and  only  when 
travel  funds  are  available  to  support  the  travel  expenses. 

The  Service  Secretary  or  the  Agency  Head  must  determine  that  the  costs  of  such  periodic 
return  travel  arc  outweighed  by  the  savings.  The  length  and  purpose  of  the  TDY  assignments, 
the  distance  of  the  return  travel,  increased  member  or  employee  efficiency  and  productivity,  and 
reduced  costs  of  recruitment  and  retention  are  to  be  considered.  An  analysis  must  be  conducted 
at  least  every  other  year. 

The  travel  should  be  performed  outside  the  traveler's  regtilarly  scheduled  duty  hours  or 
during  leave.  For  DoD  civilian  employees,  scheduling  the  authorized  travel  to  minimize 
payment  of  overtime  should  be  considered.  This  authority  applies  only  to  business  TDY. 

5.  Phone  Calls  to  Home  or  Family  During  TDY.  The  AO  may  consider  certain  calls  to  home  or 
family  made  by  the  traveler  as  in  the  Government's  best  interest.  Such  calls  may  be  to  advise  of 
their  safe  arrival,  inform  or  mquire  about  medical  conditions,  and  any  changes  in  itinerary.  AOs 
must  limit  this  to  a  dollar  amount 

6.  Travel  Expense  Report.  The  CTO  Trip  Record  contains  the  expense  report.  AOs  must  review 
their  traveler's  expense  report  as  soon  after  receiving  them  as  possible.  AOs  are  to  examine  the 
amounts  claimed,  lodging  receipts,  receipts  for  amounts  claimed  for  $75  or  more  or  a  signed 
statement  why  a  receipt  was  not  attached.  The  AOs  signature  on  the  expense  report  is  the 
approval  for  payment  of  the  authorized  expenses. 

7.  TDY  from  Leave.  AOs  may  direct  someone  to  perform  TDY  while  on  leave.  If  they  do,  the 
traveler  must  be  authorized  payment  of  normal  TDY  costs  from  the  leave  location  to  the  TDY 
location  and  back  to  the  leave  location,  or  back  to  the  permanent  station. 

8.  Shipment  or  Storage  of  Household  Goods.  AOs  may  authorize  shipment  of  a  small  amount  of 
household  goods  to  the  TDY  point.  Also,  they  may  authonze  storage  of  household  goods  when 
appropriate.  For  example,  storage  is  to  be  authorized  during  deployments.  See  the  rules  for 
shipping  and  storage  HHG  while  on  TDY  in  JFTR,  Chapter  7  and  JTR,  Chapter  6. 

9.  Lower  or  No  Per  Diem  Rates.  There  may  be  situations  where  the  combination  of  published 
per  diem  rates  with  lodging  and  mess  availability  may  result  in  illogical  payments.  For  example. 
a  remote  TDY  location  with  no  Government  mess  may  have  a  club  where  the  cost  of  meals  is 
only  a  fraction  of  the  full  M&DE.  In  these  cases,  AOs  may  recommend  payment  of  lower  or  no 
per  diem  to  their  Service  point  of  contact  listed  in  JFTR,  par.  Ul  1 10,  and  JTR,  Chapter  1.  Lower 
per  diem  rates  can  only  be  established  before  travel  begins;  they  cannot  be  approved  after  travel 
is  completed. 

1 0.  Allowable  Travel  Days.  The  CTO  will  compute  the  number  of  days  allowed  for  travel  based 
on  the  transportation  modes  the  AO  specifies.  However,  when  the  traveler  uses  more  than  the 
allowed  days,  the  AO  may  approve  the  extra  time  as  official.  Generally,  AOs  should  only 
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approve  extra  time  when  the  reasons  for  the  additional  time  were  beyond  the  traveler's  control 
(e.g.,  strikes,  weather,  etc.). 

11.  TDY  Within  the  Limits  of  the  Permanent  Station.  Under  the  law.  AOs  may  not  approve 
paying  per  diem  when  travel  is  performed  within  the  limits  of  the  permanent  station  except  under 
emergency  circumstances  that  threaten  injury  to  human  life  or  damage  to  property  of  the 
Government.  AOs  are  only  to  authorize  paying  per  diem  when  it's  the  only  method  to  handle  the 
situation.  The  rationale  is  to  be  noted  on  the  Trip  Record. 

12.  TDY  Aboard  Vesseb.  Normally,  people  who  are  TDY  aboard  vessels  are  fed  without  charge 
making  them  ineligible  for  per  dienL  However,  when  people  are  TDY  aboard  non-U.S.  Navy 
vessels,  they  may  be  charged  for  meals.  In  this  situation,  AOs  can  determine  a  per  diem  rate  to 
cover  the  food  cost  This  should  not  be  confused  with  officers  paying  for  meals  the  same  as 
ship's  company  officers. 

1 3.  Additional  Travel  Expense  for  an  Employee  with  a  Disability.  AOs  may  authorize  the 
transportation  and  subsistence  expenses  of  an  attendant  accompanyuig  the  employee  (i.e.,  the 
cost  of  renting  and/or  transporting  a  wheelchair.)  See  JTR,  Chapter  6. 

14.  TDY  Canceled  or  Modified.  When  it  is  necessary  to  cancel  or  modify  a  TDY  trip  after  the 
traveler  has  incurred  non-refundable  expenses  in  prep2tration  for  the  trip,  AOs  may  authorize 
reimbursement  of  those  expenses. 

15.  Time  Limits  on  Length  of  TDY.  TDY  is  limited  to  no  more  than  6  months  at  any  one  location 
unless  an  extension  has  been  approved  by  the  Service  or  Agency  Headquarters,  or  the 
CommanderA'ice  Commander  of  Unified  and  Specified  Commands.  See  JFTR,  par.  Ul  1 10  and 
JTR,  Chapter  1  for  the  Service  point  of  contact.  The  6  month  limit  does  not  apply  to  people  who 
are  TDY  to  units  deployed  afloat.  Schools  of  more  than  20  weeks  duration  will  be  PCS. 


J4070  TDY  Glossary 

Authorize.  The  giving  of  permission  before  an  act  or  the  ratification  or  confirmation  of  an  act 
already  done.  Used  interchangeably  in  this  Chapter  with  "approve." 

Government  travel  card.  This  is  the  Government-sponsored,  contractor  issued  travel  card. 
DoD  Financial  Regulation,  Volume  9  contains  travel  card  policy. 

Temporary  Duty  (TDY)  Travel.  Temporary  travel  away  from  the  traveler's  permanent  duty 
station  (PDS).  It  includes  duty  traditionally  called  "temporary  additional  duty"  (TAD)  as  well  as 
temporary  duty  en  route  to  a  new  PDS  (TDY  En  route).  There  are  three  types  of  TDY  travel 
with  different  entitlements: 
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Business  Travel.  Conducting  business  at  a  location  other  than  the  PDS.  It  incorporates  any  type 
of  travel  not  included  in  schoolhouse  training  or  deployment  or  unit  travel.  It  also  includes 
certain  local  travel,  but  not  leave  or  evacuation. 

Schoolhouse  Training  Travel.  Travel  in  connection  with  TDY  attendance  at  formal  course<s)  of 
instruction  by  civilian  employees  or  uniformed  members  (other  than  uniformed  members  who 
have  not  yet  reached  their  first  PDS). 

Deployment.  Group  and  Unit  Travel.  Travel  of  groups  of  people  together.  Includes  units 
traveling  in  support  of  combat  missions  such  as  Desert  Storm,  peacekeeping,  and  disaster  relief. 
It  also  includes  field  or  maneuver  training  and  sea  duty  when  troops  involved  are  not 
permanently  assigned  to  a  ship.  The  Government  provides  all  transportation,  lodging,  and  eating 
facilities  during  deployment  or  group  travel. 

Trip  Record.  This  document,  in  either  electromc  or  paper  form,  provides  the  vehicle  on  which 
are  recorded  all  official  travel  authorizations,  initial  options,  modifications,  and  payment 
decisions.  Prepared  by  the  CTO,  it  is  the  single  tnp  document  which  includes  the  travel 
authorization  and  fund  cite,  the  should-cost  estimate,  the  itinerary,  updates  to  the  itinerary  made 
during  the  tnp,  and  serves  as  the  expense  report  when  the  traveler  returns. 
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